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ABSTRACT 
A STUDY OF THE FINANCIAL AND MANAGEMENT 
PERFORMANCE OF THE KUWAITI COMMERCIAL BANKS 
The primary research objectives were to ascertain and evaluate management 
performance practices and generate recommendations that might help in improving 
overall performance in Kuwaiti commercial banks. A theoretical framework for the 
financial and management performance of Kuwaiti banks was, therefore, developed 
and the research objectives and hypotheses were translated into relevant policy issues. 
These issues were identified by conducting field research in Kuwait. Kuwait was 
chosen because it is the country of the author and also constitutes an important 
developing country within the gulf. Six Kuwaiti commercial banks were surveyed to 
ascertain management opinion on management performance practices. These banks 
were: National Bank of Kuwait, Gulf Bank of Kuwait, Al-Ahli Bank of Kuwait, 
Burgan Bank, Commercial Bank of Kuwait, and The Bank of Kuwait and The Middle 
East. 
The methodology used to test the hypotheses and achieve the research objectives 
incorporated a mail questionnaire which was distributed to 108 branch managers 
through the main offices of each bank. This part of the field survey was conducted 
simultaneously with 12 face-to-face interviews with senior executives i. e. two 
interview per study bank. When the field survey was completed the results were 
analysed and conclusions were drawn regarding the hypotheses and policy issues. 
In summary, the main findings of the study were that: management performance is 
dependent on: management training, management resource planning, performance 
related pay; and external environmental factors (local economy, bank internal 
regulations, customer satisfaction, inadequate information technology resources, bank 
size, bank location, and cultural considerations). However, rather interestingly, one of 
the external factors, social and personal ties (wastah) had no affect on management 
performance. 
vi 
Personal and job-related considerations such as educational qualifications, manager's 
age, manager's monthly salary, etc., had an affect on individual management 
performance but other factors such as the manager's nationality, and gender, had no 
affect. 
The findings of this research, as well as the evidence from previous studies, showed 
that management performance in Kuwait is frustrated by interrelated and 
interdependent contextual elements. Management performance as a multidimensional 
and multipurpose-activity has yet to be fully comprehended in Kuwait. Social and 
cultural considerations, such as intimate social tics and social status, are important and 
complicated issues which undoubtedly affect management performance. 
Consequently, there is a national misconception about the significance of management 
performance and the effect cultural consideration and personal ties (wastah), have on a 
scientific approach to the management performance process in Kuwaiti banks. 
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Chanter One: Introduction 
CHAPTER ONE 
INTRODUCTION 
1.0 INTRODUCTION 
The term commercial bank comes from the historical association of these institutions 
with commerce, especially as major lenders to business. In the last few decades, 
however, they have also become active in the personal sector and as the fulcrum of the 
money transmission mechanism are the centrepiece of the financial system of any 
economy. The rise and growth of the banking sector in many countries, has made it a 
major industrial sector in its own right but it is also responsible for generating 
economic development and expansion. 
The financial performance of banks in developed and developing countries has been 
addressed by many researches and scholars using traditional methods of analysis. 
Despite the criticisms which could be levied at these previous studies they all came up 
with significant findings. Following this traditions, the distinctiveness of this study is 
that it is concerned with the analysis of commercial bank performance in Kuwait. In 
this respect the study focuses on two aspects of performance evaluation: financial 
performance, and management performance. 
Chanter One: Introduction 
The banking sector in Kuwait has grown and attained considerable significance in the 
local financial markets over the past decade or so. In general it consists of three types 
of bank: commercial banks of which there are 7, dealing with the public, receiving 
deposits and offering personal and commercial loans providing money transmission 
services and a range of ancillary services. Specialised banks, which deal with specific 
sectors, such as the Savings and Credit Bank, the Kuwait Real Estate Bank, the 
Industrial Bank of Kuwait, and the Kuwait Finance House. Finally, the third type of 
bank is the Central Bank of Kuwait, which is the Government's bank. As such it 
organises and controls the monetary system in Kuwait and has responsibility for 
exchange rate and interest rate policies, as well as being responsible for overall credit 
in the system. Commercial banks play a similarly important role in the economy by 
providing credit facilities and collecting deposits. It is important, therefore, to 
understand what makes banks successful. In this respect it is appropriate to analyse 
the nature of their assets and liabilities and to identify and assess the factors 
influencing their profitability. 
In analysing the individual commercial banks, it is important to emphasise that the 
banking sector in Kuwait faces some serious problems regarding productivity and 
efficiency. These problems are partly behind the current debate to merge some of the 
Kuwaiti banks, especially those partially owned by the government. This debate has 
been openly aired in the business community and is supported by the Kuwaiti 
government. Significantly, the deliberations on merging Kuwaiti banks has been 
mainly concerned with just one aspect of the problem, namely, improving the 
financial performance of the banks. Merging banks, however, will not by itself 
necessarily improve performance. It is believed that dealing with this important issue 
requires the consideration of other perspectives beside mergers and acquisition. One 
such perspectives is management performance, which constitutes the primary focus of 
this study. 
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1.1 THE PURPOSE OF THE STUDY 
The purpose of this study is to present an analysis of the structure and financial 
performance of the Kuwaiti banks. Further more, this study also discusses and 
analyses management performance in Kuwaiti commercial banks. The empirical 
investigation will be conducted on selected Kuwaiti commercial banks. The ultimate 
objective, however, is to identify characteristics and management practices which are 
conducive to improving overall performance. 
Most of the existing literature on financial ratios and efficiency does not take into 
account management performance. Similarly most of the existing empirical work 
typically concentrates on financial analysis to evaluate the performance of banks. 
This study in discussing both financial and management performance will attempt to 
bring together hitherto separate standards of research. 
The empirical analyse commences in 1989, one year before the invasion of Kuwait, 
through to 1994. In broad terms it is based on two types of information: primary and 
secondary data. The primary data will be collected by various means i. e. published 
annual reports, financial statistics, etc. While the secondary data will be collected via 
interviews and a questionnaire. The empirical data will be analysed using basic some 
statistical techniques i. e. frequency distribution, means, cross-tabulation, content 
analysis. 
1.2 RESEARCH STRUCTURE 
The study is divided into two major parts: the first part, studies financial performance 
and focuses on the major financial ratios (liquidity measures, structural measures, 
profitability measures and other measures) of the selected Kuwaiti banks. The second 
part focuses on management performance in general and then specifically, addresses 
management performance practices in the selected Kuwait commercial banks. 
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The study also discusses the historical development of fiscal and monetary policies in 
the Kuwait economy and the role of the banking sector in their implementation. This 
part of the study is based on existing literature, including previous studies which deal 
with the banking system in Kuwait. 
4. 
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As illustrated in figure 1.1, the study consists of eight chapters. Following the 
introduction, chapter two presents an overview of the Kuwait economy (from 1970- 
1990s). The chapter includes the important characteristics of the Kuwait economy 
including external economic relations, macroeconomics problems, the economic 
affect of the Iraqi invasion in 1990, and the economic affect of government policies. 
Chapter three contains a discussion of the Kuwaiti banking system and discusses the 
organisation of the financial system in general, and the structure of the banking sector 
in particular. 
Chapter four, reviews the literature and previous work on financial performance in 
Kuwaiti banks. The banks included in these earlier studies were as follows: National 
Bank of Kuwait (NBK), Commercial Bank of Kuwait (CBK), Gulf Bank of Kuwait 
(GBK), AlAhli Bank of Kuwait (ABK), The Bank of Kuwait and The Middle East 
(BKME), Burgan Bank (BB), Kuwait Real Estate Bank (KREB), and Industrial Bank 
of Kuwait (IBK). The current study attempts to extract the salient issues from these 
earlier works and assess their implications with reference to Kuwait. Different 
financial indicators are identified and used to test the financial performance of the 
study banks. 
Chapter five reviews the literature on management performance. This literature 
review covers the theories and practices of management performance in general, but 
also includes an evaluation of management performance practices in Kuwaiti 
commercial banks. Chapter six deals with the research methodology, the objective of 
the study, the research hypotheses, the planning of the field survey, the research 
methods (interviews, questionnaire), and the various analytical tools. Chapter seven 
contains a detailed analysis of the interviews and questionnaire and addresses the 
research hypotheses against the backcloth of the empirical findings. The final chapter 
presents the research findings, their contribution and limitations to Kuwaiti bank 
performance and identifies areas of possible future research. 
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1.3 RESEARCH HYPOTHESES 
Previous research on management performance indicated that management 
performance attributes are related to many factors as discussed in the literature. In 
order to examine the affect of the these factors on management performance, the 
following null (testable) hypotheses were formulated: 
H1 Management performance is not dependent on management training. 
H2 Management performance is not dependent on management resource planning. 
H3 Management performance is not dependent on performance related pay. 
H4 External environmental factors have no affect on management performance. 
In order to test this hypothesis eight sub-hypotheses were proposed: 
H 4a-The local economy has no affect on management performance. 
H 4b-Changes in bank internal regulations have no affect on management 
performance. 
H 4c-Customer satisfaction has no affect on management performance. 
H 4d-Inadequate information technology resources have no affect on 
management performance. 
H 4e-Bank size has no affect on management performance. 
H 4f-Bank location has no affect on management performance. 
H 4g-Social and personal ties (wastah) have no affect on 
management performance. 
H 4h-Cultural considerations have no affect on management performance. 
H5 Personal and job-related information has no affect on management 
performance. 
In order to test this hypothesis more rigorously six sub-hypotheses were proposed: 
H 5a-Management performance is unaffected by the educational qualifications 
of the manager. 
H 5b-Management performance is unaffected by the manager's nationality. 
H 5c-Management performance is unaffected by the manager's age. 
7H 
5d-Management performance is unaffected by the manager's gender. 
H 5e-Management performance is unaffected by the manager's monthly 
salary. 
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H 5f-Management performance is unaffected by work experience. 
For purposes of testing hypothesis H 5f a further three sub-sub-hypotheses 
were proposed: 
H 5f 1-Management performance is unaffected by the number of years 
in employment. 
H 5f 2-Management performance is unaffected by the number of years 
in the current bank. 
H 5f 3-Management performance is unaffected by the number of years 
in present position. 
1.4 SIGNIFICANCE OF THE STUDY 
The significance of this research is its contribution to improving the understanding of 
management performance evaluation in a developing Arab country, "Kuwait". The 
study should also raise the awareness of interested parties in management 
performance and its importance in improving and determining overall bank efficiency. 
At an academic level the research will support the continuous efforts to fill the gap in 
the literature on management performance evaluation in Arab countries. In this 
respect this study will provide a better understanding of how management 
performance evaluation is approached and how its contribution to the performance of 
organisations and individual managers are perceived. Furthermore the effect of some 
important cultural considerations on the management performance process will be 
explained. In general, the study covers a wide range of factors (variables) that are 
associated with management performance evaluation and this should help to pave the 
way for future research. 
At a national level, this study might also assist Kuwait's policy makers in 
implementing management performance evaluation in the banking sector and, 
therefore, help to change current policies and improve the human skills reserve of the 
Chapter One: Introduction 
nation. This should encourage more financial institutions to effectively manage 
human resources. 
As this research covers a wide range of financial and management performance 
considerations, it is important for Kuwaiti banking institutions in general, and the 
surveyed banks in particular, to appreciate the following: a study of this nature will 
help them to compare their financial performance with other banks both in Kuwait 
and abroad; it will also help them to assess the cultural influences on management 
performance and deal with unfavourable aspects; finally, the study should enable the 
Kuwaiti banks to redesign their management performance activities and introduce 
improvements. 
1.5 CONCLUSION 
Its hoped that the research will contribute to a better understanding of management 
performance evaluation in Kuwait. It may provide answers to questions, such as: 
what are the fundamentals of good management performance practice? what are the 
main factors that affect management performance practices? and what is the influence 
of personal ties (wastah) and cultural considerations on management performance? 
By providing a thorough investigation this thesis also hopes to establish a number of 
common themes relating to the financial performance indicators (i. e. net profit, return 
on assets, return on equity, etc. ) and the management performance factors (i. e. 
management planning resource, management training activities, etc. ). 
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CHAPTER TWO 
THE ECONOMY OF KUWAIT 1970-1990's: 
AN OVERVIEW 
2.0 INTRODUCTION 
Kuwait is located in the South West of Asia, bounded from the North and North West 
by Iraq, from the East by the Arabian Gulf, and the South and South West by Saudi 
Arabia. Kuwait has an area of 17,819 sq. km ( 6,878 sq. mi). The population is 
approximately 1.5 million and 830,000 are Kuwaiti citizens. The economic base 
depends on oil, oil by-products and related investments. The currency is Kuwaiti 
Dinar (KD). 
The purpose of this chapter is to present important features about the Kuwait 
economy. This is a necessary and fundamental prerequisite for the ensuing chapter 
which deals with the Kuwaiti banking sector. 
Apart from this introductory section this chapter is divided into four sections. Section 
2.1 introduces the main characteristics of the Kuwait economy. Section 2.2 discusses 
the main components of the economy, namely public finance, the national budget, 
foreign trade and the balance of payments, oil policy and, fiscal and monetary policy. 
10 
Chapter Two: The Economy of Kuwait 1970-1990s: An Overview 
Section 2.3, examines the main macroeconomics problems facing Kuwait, such as the 
informal stock market (Al-Manakh) Crash, volatile oil prices, and the economic affect 
of the Kuwait invasion in 1990. Section 2.4 illustrates the economic affect of 
Government Policies, such as, privatisation, mergers, liberalisation of the economy, 
and the Offset Program. The last section presents concluding remarks that provide a 
summary of this chapter. 
2.1 THE CHARACTERISTICS OF THE KUWAIT ECONOMY 
The characteristics of the Kuwait economy are as follows (El Mallakh & Atta, 1981): 
1-The economy of Kuwait depends on oil as a major source of Gross Domestic 
Product (GDP) (Table 2.1). During the five years ending in 1989, the oil sector 
contributed approximately 45% of Kuwait's Gross Domestic Product, 90% of total 
export proceeds, and 88% of total Government revenues (Al-Sabah, 1992) (Table 2.2). 
11 
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Table 2.1 
Indicators of the economy's dependence on oil 1970/1-1993/4 
Year Oil Exports/ 
Total Exports 
(%) 
Oil Revenues/ 
Govt. Revenues (%) 
Share of Oil in GDP 
(%) 
1970/71 96.2 86.6 60.3 
1971/72 95.0 92.4 65.6 
1972/73 93.8 92.2 62.4 
1973/74 96.4 92.5 62 
1974/75 93.6 96.9 79.2 
1975/76 93.0 98.1 70.5 
1976/77 92.3 85.7 65.6 
1979/80 92.3 85.3 67.9 
1980/81 87.2 69.3 61.1 
1981/82 82.8 63.5 46.8 
1982/83 87.8 55.3 48.1 
1983/84 86.4 65.9 45.2 
1989/90 90.7 90.8 49.6 
1990/91 90.7 90.1 48.5 
1991/92 100 76.6 12.9 
1992/93 94.5 88.2 37.9 
1993/94 94.9 89.2 49.2 
Source: 
1-Khouja, M. W.; Sadler, P. G., The Economy of Kuwait, 
1-The MacMillan Press LTD, 1979 p. 35. 
2-Central Bank of Kuwait, The Kuwait Economy 1980-1984, pp. 47& 117. 
3-Ministry of Planning - Central Statistical Office. 
4-Central Bank of Kuwait, The Economic Report 1993, pp. 142&143. 
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2-There is an imbalance between the structure of the population and the structure of 
the manpower base. Based on the General Population Census of 1989, the population 
is around 1.93 million (Kuwaiti citizens account for 40% of this total, but the total 
labour force is 836,000 and, 86% are Non Kuwaitis) (Al-Sabah, 1992). 
3-In spite of the strong decline in oil revenues throughout the last decade, public 
expenditure remained stable in 1992/93 and 1993/94 to finance the development 
needs of Kuwait, and encourage the development and growth of its main economic 
sectors (Table 2.3). 
4-Kuwait's domestic economy has always depended heavily upon foreign trade, 
therefore, domestic inflation has always been exposed to international price and 
exchange rate fluctuations (Table 2.4). 
Table 2.4 
Kuwait's balance of Trade (million Dinars) 
1980 1981 1982 1983(1) 1984(2) 
Exports 5376.3 4553.2 3156.2 3338.8 3616.8 
Oil 4960.8 3969.3 2611.5 2932.1 3126.2 
Non Oil (3) 415.5 583.9 544.7 406.7 490.6 
Imports 1764.9 1945.4 2384.6 2180.0 2297.8 
Surplus 3611.4 2607.8 771.6 1158.8 1319.0 
Source: 
The Kuwait Economy 1980-1984, Central Bank of Kuwait p 117, Dar Alseyassah Press. 
(1)Revised Figures, (2)Estimates, (3)Including value of Fertiliser Exports. 
5-Kuwait has a very high ratio of public expenditure compared to Gross Domestic 
Product (GDP). This expenditure represented approximately 25.3% of the average 
annual gross domestic product during the seventies, then increased to 53.5% per 
annum during the eighties. In the nineties, Public Expenditure was estimated at 
around 108% of GDP per annum for the period 1990-1993, and about 82.5% in 1993 
(Table 2.5). 
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Table 2.5 
Public Expenditure in Ministries and Government Departments (Million Dinars) 
(Current Prices) 
Period data Total Expenditure Annual Average 
1956-1959/1960 466.6 116.6 
1960/1961-1969/1970 2208.8 220.9 
1970/1971-1979/1980 12029.9 1203.0 
1980/1981-1989/1990 33653.3 3365.3 
1990/1991-1993/1994 22340.4 5585.1 
Grand Total 70699.0 1860.5 
Sources: 
For the years: 1956-1969/1970: Al-Shaikh, Riad, Characteristics of the system of the State of Kuwait's 
Public Budget, Kuwaiti Economic Society, Kuwait, 1973, p. 51 (in Arabic). 
For the year: 1970/1971-1993/1994: Ministry of Planning, 1994 Financial Data (in Arabic). 
6-With the national saving ratio to Gross National Product (GNP) estimated at 
approximately 50 percent in 1965 and 67 percent in 1973, the ratio is considered to be 
one of the highest in the world due to Kuwait's high per capita income (World Bank, 
1976). 2 However, after the Iraqi invasion in 1990, a huge part of the national saving 
were used to defend the country. 
7-As the oil industry belongs exclusively to the government, it has become more 
prominent both in terms of general expenditure and investment. 
8-The oil sector can be regarded excessively as a government revenue and a major 
income component of GNP and foreign exchange earnings. 
9-Kuwait has a very low taxation burden compared to other developing countries 
(Table 2.6). Although taxation is considered to be primarily a tool for funding social 
policies connected to implementing care and services, it is also a tool for guiding 
economic activities. This indicates that Kuwait has given priority to social rather than 
economic objectives since the early 1950s. Table 2.7, illustrated the development of 
the absolute and percentage burdens of taxes in the Kuwait society reaffirming the low 
taxation regime. 
ZCompared with 37 percent in Iran, 26 percent in Iraq, 55 percent in Saudi Arabia and an average of 
24 percent for the industrialised countries in 1973. 
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Table 2.6 
Average taxation as a percentage of GDP in Kuwait 
compared with some rising and developed countries 
Year Country 1975 1983 
Kuwait 0.5 1.5 
Belgium 41.06 45.36 
Denmark 41.25 46.20 
France 35.44 44.57 
Holland 43.60 47.29 
Thailand 12.50 14.40 
Egypt 17.78 30.47 
Zaire 21.99 17.20 
Sources: 
For Kuwait same as Table 2.7 
For other Countries cf.: Al-Saidi, Abdullah, Taxes and 
development, a study of the role of income taxes in financing 
public expenditure in Egypt, Dar Al-Nahda, Egypt, 1990, p. 50 (In Arabic). 
Table 2.7 
Absolute and percentage taxation burden on 
Kuwait income during the period (1970-1992) 
Data Total Average Percentage 
Taxes per Absolute Percentage Taxation 
No. of GDP /KD Non-Oil and Average capita Taxation Taxation Burden 
Population Al Customs per Capita Burden Burden Non - Oil 
GDP Fees/KD GDP GDP 
M GDP Non Oil 4: 1 7/5% 7/6% 
Years GDP 
1970 738662 1025.9 473.8 8.6 1388.8 641.1 11.64 0.83 1.8 
1975 994847 3484.5 1025.5 19.4 3502.5 1030.1 19.50 0.55 1.9 
1980 1357952 7741.1 2651.8 61.8 5700.5 1952.8 45.50 0.79 2.3 
1985 1697301 5830.4 2645.3 78.9 3435.1 1558.5 46.48 1.35 2.6 
1990 2096300 5247.0 3269.6 81.8 2502.9 1559.7 38.97 1.55 2.5 
1992 1100056 6367.0 3648.3 35.2 5787.8 3316.5 32.00 0.55 0.7 
Sources: 
For the period 1952-1969/70: 
Al-Shaikh, Riad, The characteristics of the general budget of the State of Kuwait, Kuwaiti Economic 
Society, April 1973, p. 51, (In Arabic). 
For the period 1970/71-1993/94: 
Ministry of Planning: The statistics group in 25 years, a special issue, Central Dept. of Statistics, 
Kuwait, 1990 (In Arabic). 
Ministry of Planning: Presenting the project of the State general to the Supreme Council of Planning, 
1993/94, Kuwait, April 1993 (In Arabic). 
2.2 MAIN COMPONENTS OF THE ECONOMY 
The main components of the Kuwaiti economy are public finance, the national budget, 
foreign trade, oil policy and, fiscal and monetary policy. 
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2.2.1 Public Finance 
Before the Iraqi invasion monetary policy had remained stable in an attempt to keep 
the domestic economy steady. The objectives of the Monetary Policy during the year 
1988/89 were as follows: 
To increase non oil revenue through taxation on general services; continue minimising 
public finance and work towards developing private enterprises which generate 
economic revenue (Central Bank of Kuwait, 1988). 
Oil revenues constitute the leading component of public finance in the State of 
Kuwait, and this has been the case since the early fifties when oil exports receipts 
became a major source of income (Central Bank of Kuwait, 1985). Public finance in 
Kuwait was used by the State to implement an economic welfare plan aimed at 
providing educational, health, housing and social services as well as other 
miscellaneous public services free of charge or at subsidised prices. Starting in the 
fiscal year 1981/82, the State general budget began to record deficits ranging, from 
KD 106.1 million in the fiscal year 1981\82 to KD 1494.7 million in the fiscal year 
1993\1994 (Table 2.8). 
Table 2.8 
Deficit of the State General Budget 
Fiscal Year Deficit Value 
(Million Dinars) 
Deficit 
Change (%) 
Deficit Per 
Capita 
(Dinars) 
1985/86 -995.3 35.5 -578.8 
1986/87 -1302.3 30.8 -724.4 
1987/88 -779.5 40.1 -415.2 
1988/89 -867.8 11.3 -443.0 
1989/90 -184.8 -78.7 -90.4 
1990/91 -7368.2 3891.4 -3467.3 
1991/92 -5528.8 -25.0 -4056.4 
1992/93 -1809.0 -67.3 -1293.9 
1993/94 (Budget) -1494.7 -17.4 -1042.9 
Source: Ministry Of Finance, Closing Accounts of State Budgets. 
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The deficit in the State budget which was clearly affected by the Iraqi invasion of 
Kuwait was serious not only because of its enormity, but also because it threatened 
State reserves and the entire financial position of the country. Rectifying public 
finances was, therefore, seen as important in efforts to re-build foreign assets and 
increase domestic investments opportunities (Central Bank of Kuwait, 1993). 
Public finance is very important in influencing and determining domestic economic 
conditions but it also raises a number of economic issues and challenges, which need 
careful thought and timely effort on several fronts. The next part of this chapter 
accordingly reviews, the objectives of public finance policy (Central Bank of Kuwait, 
1993): 
1-Reduce public expenditure, particularly wages and salaries which absorbs 29.5% of 
public expenditure (Table 2.9). It is hoped that implementation of the privatisation 
program will reduce current expenditure. 
2-Increase non-oil revenues and diversify into alternative sources of income and 
endeavour to establish a tax system that will contribute to securing the continuous and 
stable financial development of the State. 
3-Adjust the constant imbalance between the size of public expenditure and the levels 
of public revenue by better fiscal planning and fiscal reform. 
4-Increase the role of the private sector in domestic economic activity and thereby 
reduce public expenditure. 
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Table 2.9 
Relative Importance of (Salaries and Wages) in Public Revenue and Expenditure 
(Million Dinars) 
(Budget) 
Item 1985/ 1986/ 1987/ 1988/ 1989/ 1990/ 1991/ 1992/ 1993/ 
86 87 88 89 90 91 92 93 94 
Chapter One: 
Salaries and 730.5 756.5 792.9 845.8 882.9 671.3 828.8 968.09 1160.0 
Wages 
Public 2345.1 1730.9 2251.7 2367.8 3234.6 273.0 647.3 2363.7 2713 7 Revenues . 
Oil Revenues 2094.7 1483.9 1991.4 2035.1 2935.7 246.1 495.9 2085.3 2419.8 
Public 3105.9 2860.1 2806.0 2998.6 3095.8 7613.9 6111.5 3936.3 3937 0 Expenditure . 
Chapter One 
percent of: 31.2 43.7 35.2 35.7 37.3 245.9 128.0 40.9 42.7 
1-Public 
Revenues 
2-Oil Revenues 34.9 51.0 39.8 41.6 30.1 272.8 167.1 46.4 47.9 
3-Public 35.5 26.4 28.3 28.2 28.5 8.8 13.6 24.6 29.5 Expenditure 
Source: Ministry of Finance, Closing Accounts of State Budgets, Chapter one. 
2.2.2 National Budget 
"With regard to budgetary policy, the primary policy aims of Kuwait can be 
summarised as follows: 
1-To rationalise public expenditure. 
2-To stimulate domestic economic activity and to ensure its smooth growth and 
operation. 
3-To improve income distribution within Kuwait. 
4-To build financial reserves for future generations. 
5-To develop other sources of income (primarily foreign income) from government 
investment abroad (Khouja, 1979). 
The growth in the productive capacity of the oil sector on one hand, and the increase 
in Kuwait's Organisation of Petroleum Exporting Countries (OPEC) quota on the 
other, led to a growth in public revenues for the fiscal year 1993/94 to KD 2713.7 
million (Central Bank of Kuwait, 1993). From this revenue, KD 271.4 million (10% 
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of the total revenues) was earmarked for transfer to the Future Generation Reserve 
Account (FGRA) as per Law No. 106/1976. 
Oil revenue in the budget for the fiscal year 1993/94 was approximately KD 2419.8 
million and "other" revenue amounted to KD 293.9 million. It can be seen therefore 
that the contribution of non oil revenue to total public revenue in the fiscal year 
1993/94 was still very low (10.8%). This fact serves to emphasise why the 
government wants to develop non oil revenues. 
2.2.3 Kuwait's Foreign Trade and Balance of Payment 
The foreign trade statistics of the State of Kuwait are compiled according to the 
special trade system. Special imports are consequently defined as imports for 
domestic consumption, which are cleared through customs with duty paid if dutiable 
or approved as exempted if non-dutiable. They typically consists of: 
1-Exports of national origin. Exports means all goods that have been subjected to 
manufacturing changes affecting their shape or value and which have been prepared 
for export after having been cleared through customs. 
2-Commodities that have been previously imported and cleared through customs and 
subsequently re-exported without any tangible change (Central Statistical Office, 
1994). 
During the seventies and eighties, Kuwait's foreign trade was always in surplus as 
shown in the Tables (2.10 and 2.11), but, for the years 1991 & 1992 the trade balance 
was in a deficit position. This deficit resulted from the destruction wrought upon the 
oil sector and the rest of the domestic economy by the Iraqi occupation of Kuwait. 
The provisional data on Kuwait's foreign trade and balance of payments for 1993 
showed various developments, the most significant of which was the substantial 
financial surplus realised in both the trade balance and the current account as shown in 
Table 2.12; there was also a substantial growth in external investments. 
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Table 2.10 
Kuwait's Balance of Trade (Million Dinars) 
1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 
Exports: 590.9 893.8 981.3 1129.7 3214.7 2663.0 2874.4 2792.6 2864.1 5043.1 
Oil 564.5 859.4 931.7 1059.9 3097.5 2492.6 2658.9 2557.1 2628.7 4735.7 
Non-Oil 26.4 34.4 49.6 69.8 117.2 170.4 215.5 235.5 235.4 307.4 
Imports 223.3 232.3 262.2 310.6 455.1 693.2 972.0 1387.1 1263.9 1437.0 
Surplus 367.6 661.5 719.1 819.1 2759.6 1969.8 1902.4 1405.5 1600.2 3606.1 
Source: Kuwait Economy in Ten Years, Economic Report 1969-1979, 
Central Bank of Kuwait(Arabic Edition). 
Table 2.11 
Kuwait's Balance of Trade From 1980-1988 (Million Dinars) 
1980 1981 1982 1983 1984 1985 1986 1987 1988 
Exports: 5376.3 4553.2 3156.2 3373.6 3632.4 4185 252 2950 2442 
Oil 4960.8 3969.3 2611.5 2938.2 3256.9 3845 NA 2742 2184 
Non-Oil 415.5 583.9 544.7 435.4 375.5 340 252 208 258 
Imports 1764.9 1945.4 2384.6 2149.1 2041.7 1803 1661 1531 1714 
Surplus 3611.4 2607.8 771.6 1224.5 1590.7 2382 (-1409) 10419 728 
Source: 1-The Kuwaiti Economy 1980-1984, Central Bank of Kuwait, p. 117 
2-Annual Statistical Abstract 1994, Edition 31, Ministry of Planning, Central Statistical Office, p. 171. 
Table 2.12 
Kuwait's Balance of Trade From 1989-1993 (Million Dinars) 
Item 1989 1990 1991 1992 1993 
1-Exports and Re-exports 
(fob)4, of which: 
3348 2016 247 1920 3143 
Oil Exports 3026 1812 246 1803 2981 
Non - Monetary Gold Exports 9 14 1 10 NA 
2-Imports (fob), of which: 1883 1099 1442 2122 2099 
Non - Monetary Gold Imports 35 10 2 35 17 
3-Trade Balance (merchandise) 1465 917 - 1195 - 202 1044 
Source: Central Bank of Kuwait. 
* The value of imports and exports for 1990 represent the first seven months of that year, for 1991 
represent the last eight months. Positive figures indicate surplus, and negative figures indicate deficit. 
- Imports 
The trade balance (the net value of Kuwaiti merchandise trade with other countries) 
recorded for the first time since liberation a significant surplus of KD 1044 million 
during 1993, against a deficit of KD 1195 million and KD 202 million during 1991 
and 1992 respectively (Table 2.12). 
3N A means not available. 
4(fob) Free on Board. 
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Accessible data shows that payments to finance imports by local banks such as the 
Kuwait Finance House (KFH) and the Central Bank Of Kuwait reached 75.5% of the 
total value of imports. The remaining (24.5%) was financed by credit lines from 
foreign banks and financial institutions and through local importers' accounts with 
banks. 
The available data also shows, that the largest decrease in the value of total 
merchandise imports in 1993, compared to the previous year, related mainly to the 
decline in the prices of imported goods rather than to a decrease in the quantities of 
imported goods. The comparative importance by value of imports according to 
custom outlets was: 68% for sea ports, 20.3% for the air port and 11.7% for land 
outlets (Table 2.13). 
Table 2.13 
Kuwait's Imports of Goods in Transit or Unloaded 
in the Three Customs Outlets (weight in Millions Tons) 
Customs outlets 
Weight of 
Imports 
During 1992 
Weight of Imports 
During 1993 
Land 0.96 1.19 
Air 0.05 0.05 
Sea 2.56 3.69 
Shuabia Port (1.29) (2.10) 
Shuwaikh Port (1.27) (1.59) 
Total Weight of Imports 3.57 4.93 
Source: Ministry of Finance, the General Administration of Customs. 
The industrialised countries are still the largest source by value of total merchandise 
imports; while the distribution by value of Kuwaiti imports from the Gulf Co- 
operation Council(GCC) countries was: 49.2 % for the United Arab Emirates (UAE), 
38.5 % for Saudi Arabia, 8.4 % for Bahrain, 2.6 % for Qatar and 1.3 % for Oman 
(Table 2.14). 
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Table 2.14 
Geographic Distribution of Kuwait's Merchandise Imports (CIF)5 
by Country of Origin (Million Dinars) 
Country 1991 
Relative 
Importance 1992 
Relative 
Importance 1993 
Relative 
Importance 
(%) (2) (%) (2) (%) 
USA 392.7 29.0 433.5 20.4 316.3 14.9 
Japan 187.1 13.8 269.5 12.7 269.1 12.7 
France 30.0 2.2 108.6 5.1 234.0 11.0 
Germany 96.6 7.1 196.3 9.2 167.8 7.9 
UK 92.7 6.8 130.7 6.1 142.4 6.7 
Italy 52.9 3.9 122.9 5.8 126.7 6.0 
Saudi 
Arabia 71.9 5.3 93.6 4.4 104.7 4.9 
India 16.4 1.2 49.3 2.3 49.0 2.3 
Taiwan 14.3 1.1 41.4 1.9 38.0 1.8 
UAE 18.3 1.4 63.2 3.0 36.5 1.7 
Total 972.9 71.9 1509.0 70.9 1484.5 69.9 
Total 
Imports 1353.3 100.0 2129.2 100.0 2123.8 100.0 
Source: 
(1)Central Bank of Kuwait estimates. 
(2)Ministry of Planning the Central Statistical Office. 
- Exports 
Based on the latest available data, the increase in the value of oil exports was the main 
source of surplus in the trade balance in 1993. 
A Oil Exports 
The volume, price and value of Kuwait's oil exports rely on circumstances and 
developments in the world's oil markets. 
The growth in oil exports in 1993, which was about 65.3 % compared to the previous 
year, was mainly attributable to the increase in crude oil production, refined products 
and liquefied gas. The Kuwait Petroleum Corporation (KPC) resumed its efforts in 
1993 to restore and maintain oil wells that were extinguished after liberation. 755 
5CIF refers to Commodities value at origin, Transport & Insurance fares & Other Expenditures. 
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wells were used in the 1993 production, of which 146 wells were drilled after 
liberation. 
Developments in world oil markets in 1993 led to a fall in oil prices and thus to a 
decline in the prices of Kuwait's exports of oil and oil derivatives. Moreover, some of 
the Organisation of Petroleum Exporting Countries' (OPEC) violated their quotas and 
this triggered increased oil production and exports from some Non-OPEC countries. 
The geographic diversification of selling outlets for Kuwaiti oil, is an essential part of 
KPC's marketing policy, and, KPC has recently increased its oil exports to new6 
clients in South Africa, Brazil, Indonesia, and Iran. 
B Non-Oil Exports 
Non-oil exports contributed a relatively limited share to the total value of exports, 
amounting to 4%-8%, in 1969-1979, and 12 % and 14 % in 1983 and 1984 
respectively. In 1993, the value of Kuwaiti non-oil exports (excluding non-monetary 
gold) witnessed considerable growth to KD 162 million, from KD 117 million in 
1992. These exports were distributed between the GCC countries and the rest of the 
world in the following proportions: 67.7 % and 32.3 % (Central Bank of Kuwait, 
different issues). 
Kuwait's non-oil exports were almost equally divided between national and re- 
exported commodities. These commodities were made up of manufactured products, 
such as machinery and transport equipment, chemical and chemical fertilisers, 
building materials, carpets and tyres. 
The Kingdom of Saudi Arabia (KSA) absorbed 44.4 % and the United Arab Emirates 
(UAE) 38.6 % of the total Kuwaiti exports to GCC countries, while the rest was 
distributed among Bahrain (7.5 %), Oman (5 %) and Qatar (4.5 %) in 1993 (Central 
Bank of Kuwait, 1993). 
6Traditional clients in Asia : Japan, South Korea, India, Pakistan, Philippines, and Singapore. 
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2.2.4 Oil Policy 
At the beginning of the eighties the oil sector in Kuwait witnessed a number of 
developments. One such development was the establishment of the Kuwait Petroleum 
Corporation (KPC) by Decree Law No. 6/1980. This was a step to perfect the 
regulation of the oil sector in the country. The Decree fixed the Corporation's capital 
at KD 1000 million, and stipulated that it should be attached to the Minister of Oil. 
The Corporation has the following four strategic objectives: 
1-To realise optimal growth and development in the oil sector of Kuwait. 
2-To realise maximum profit from oil sector operations, while maintaining a reserve 
of hydrocarbon resources for future generations. 
3-To make use of materials and expertise available in the oil sector, through domestic 
and foreign investment in oil fields, e. g. exploration for energy and development. 
4-To support and develop local expertise and know how in the oil industry, both 
inside or outside the country. 
Other complementary objectives, which together with those mentioned above form 
the total objectives of the general oil policy, are as follows: 
-To identify and increase the volume of possible reserves of hydrocarbons within the 
territorial boundaries of Kuwait. 
-To adopt and draw up effective programs to optimise the utilisation and operation of 
oil fields; to produce oil and gas; to store crude oil and to export it to meet expected 
demand. 
-To act towards ensuring and developing miscellaneous long-term oil markets for the 
corporation's products of crude oil, refined products and LPG. 
-To realise maximum profits from current refining facilities and future 
investments, through optimal use and effective operation (as well as modernisation) 
of local refineries. 
-To enhance the corporation's profitability as a whole, through increased investments 
in the field of high yield petrochemical production; to enter into world markets for 
these products and provide domestic opportunities to establish additional 
petrochemical industries of various types. 
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-To invest in petroleum activities outside Kuwait, in order to gain modern technology, 
increase profitability and find world markets for Kuwait petroleum products 
In order to achieve these targets, the corporation allocated various objectives to its 
associated companies, assigning exploration and production to the Kuwait Oil 
Company (KPC), and refining, gas processing and local marketing of products to the 
Kuwait National Petroleum Company (KNPC). The Kuwait Oil Tankers Company 
(KOTC) was assigned marine transport of crude oil, petroleum products and LPG, 
while the Kuwait Petrochemical Industries Company (KPIC) was to continue the 
processing and marketing of fertilisers and chemicals according to the Corporation's 
general instructions (Al-Sabah, 1992). 
2.2.5 Fiscal and Monetary Policy 
Article (15) of law No. (32) 1968, which relates to currency, the Central Bank of 
Kuwait and the organisation of banking business, specified the goals of the Central 
Bank of Kuwait, which are similar to those of central banks in general. These goals 
relate to the implementation of the monetary policy of the Central Bank of Kuwait and 
incorporate the following: (Al-Sabah, 1992): 
a. To secure the stability of the Kuwaiti currency and maintain its free convertibility 
into foreign currencies. 
b. To direct credit policy in such a manner as to assist economic progress and the 
growth of national income. 
c. To supervise the banking system in the State of Kuwait. 
To accomplish these goals, monetary policy in Kuwait attempts to secure monetary 
and financial stability through regulating liquidity levels in the banking system on the 
one hand, and supervising the banking system on the other. 
Law No. (32) 1968, referred to above, has provided the monetary authority with a 
wide range of instruments which are applied by the Central Bank of Kuwait: 
1-Setting of KD interest Rates: 
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In November 1976, the Central Bank of Kuwait was authorised to determine interest 
rates by a legislative alteration to Article (166) of the Kuwaiti Law of Commerce 
1961. 
2-Regulation of Liquidity Levels: 
The Central Bank of Kuwait has a number of instruments which it can use in 
regulating liquidity levels inside the banking system to secure monetary stability, 
including the discounting and re-discounting of banks' commercial papers, swap 
operations, direct intervention in the money market and direct lending operations with 
banks. 
3-Exchange Rate Policy: 
As the primary strategy of monetary policy in Kuwait was to maintain a stable KD 
exchange rate against major foreign currencies, it was decided to tie the KD exchange 
rate to a basket of currencies of Kuwait's major trading partners. This option was 
started in March 1975 and proved to be useful in maintaining the overall relative 
stability and strength of the Kuwaiti Dinar. This also reduced the severity of possible 
fluctuations in oil revenues, which could result from either a drop in oil prices or 
changes in the US dollar exchange rate (the dollar being used to determine the price of 
oil), (Al-Sabah, 1989). 
4-Protection of the Banking and Financial System: 
The Central Bank of Kuwait has applied many rules and regulations to protect the 
liquidity and solvency of the banking system. These rules encompass liquidity 
requirements and the setting of maximum limits on loans applicable to customers. 
2.3 MACROECONOMICS PROBLEMS 
For the last fifteen years Kuwait has witnessed several events that have put the 
national economy under severe strain. For instance, in 1982 the informal stock 
market (Al-Manakh) crashed and the uncertainty of the consequences of Iraq-Iran war 
and the decline in oil revenues have all impacted on the economy. 
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2.3.1 Stock Market Crash (Al-Manakh7,1982) 
By 1977 the Kuwait stock market had built up a substantial forward business but this 
was accompanied by a drop in the prices of shares in the first quarter of 1977. The 
solution to the first stock market crisis was effected by issuing a number of important 
resolutions through the Ministry of Commerce and Industry. These measures 
included stopping new Kuwaiti shareholding companies being established and the 
suspension of trading in Gulf company stocks. Moreover, in December 1977, the 
Government issued a number of additional measures, which incorporated the final 
solution. 8 
The Al-Manakh crash started after the sudden rise in oil revenues in the late 1970's 
and early 1980's. Fundamentally, the dilemma was created by the huge financial 
surplus and the inability of the domestic economy to absorb these funds into 
productive activities. The government failure to direct the accumulated capital into 
productive investments and their refusal to introduce any regulations to control the 
activities of the Manakh market also exacerbated the problem. " Major constraints in 
absorptive capacity, deficiencies in the financial system and an inappropriate 
development strategy" all aggravated and accentuated the problem (Al-Sabah, S. 
M., 1989). 
Peripheral, reasons for this problem included the inadequacy of economic policy, the 
virtual absence of taxation, rigidity of interest rates, and an absence of any national 
debt. 
The unofficial parallel market (Al-Manakh) consists of 49 Kuwaiti companies, 41 
Gulf companies, and more than 30 liquidated shareholding Kuwaiti companies. The 
7A place where a group of Camels lay down to rest. 
8Government Resolution No. 31 for the year 1977 introduced four conditions: 
a-The period of settlement should not exceed 12 months. 
b-The buyer should immediately settle part of the total value of the transaction. 
c-The shares continue in the possession of the seller until the forward date and the settlement of the 
price in full. 
d-The contract be registered upon completion at the department of securities at the Ministry of 
Commerce. 
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crisis included 5,509 investors and incorporated 28,878 post dated cheques, which 
amounted to 26.7 billion KD. The market was dominated by a few investors who 
controlled about 75 percent of total investments by value, but in terms of total trade, 
approximately 18 billion KD was accounted for by 50 speculators (Al-Jumah, 1986) 
(Figure 2.1). 
The consequences of the collapse can be summarised as follows: 
1-Total debts from the collapse were KD 26 billion (US $90 billion). 
2-The international financial reputation of Kuwait was ruined. 
3-The Kuwaiti Dinar was adversely affected. 
4-The government had to spend approximately KD 900 million (US $3 billion). 
5-Although a number of Gulf Shareholding Companies participated in the Parallel 
Market (Al-Manakh) in 1984, many Kuwaiti and Gulf companies (particularly the 
United Arab Emirates and Bahrain) were liquidated (Table 2.15). 10 
Figure 2.1 
Pyramid 
The division of the stock market investors during the Kuwait stock market crisis 
The biggest speculators 8% Number of investors 50 
Total value traded 18 billion KD. 
The middle investors 7% 
\ Number of investors 400 
Total value traded 7 billion KD. 
The small investors 75% 
Source: Al-Jumah, 1986 
Number of investors 5000 
Total value traded 2 billion KD. 
9(Cheques had an inbuilt premium based on the expected value at a specific period forward-often 
these premiums were very high) 
1°The Kuwaiti authorities had no control over these companies in spite of the fact that they were 
formed largely with Kuwaiti money. 
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Table 2.15 
List of Kuwaiti liquidated companies & Gulf companies during 1985-86 
in the Parallel market (Al-Manakh Market) 
No. Name of the company 
I Securities Group 
2 United Group Co. For Real Estate Dealing 
3 Al - Jazira Group First Real Estate Co. 
4 Al - Diwan Real Estate Development Co. 
5 Sanam Real Estate 
6 Al - Fanar Real Estate Co. 
7 Modem Systems Net Work 
8 Gulf Investment And Real Estate Co. 
9 Gulf Financial Centre 
10 Kuwait And Gulf Financial Centre 
11 Bahrain International Investment Centre 
12 Pearl Investment 
13 Gulf Investments 
14 Arab International Development 
15 Bahraini Kuwait Investment 
16 Al - Jazera Contracting And Investment 
17 Gulf International Insurance Co. 
18 Arab International Insurance Co. 
19 Sharjah Insurance And Reinsurance Co. 
20 Gulf Union Insurance Co. 
21 Gulf Cement Co. 
22 Sharjah Cement And Industrial Development Co. 
23 Fujairah Cement Industries 
24 Ajman Cement 
25 Ras AI-Khaima Co. For White Cement And Construction 
Materials. 
26 Umm Al - Qaiwain Cement Industries 
27 Gulf Clinker Co. " Ras al - Khaima" 
28 Emirates Clinker Industries 
29 Gulf Industrial And Real Estate Co. 
30 Gulf Medical Projects Co. 
31 Ras Al - Khaima Poultry And Feeding Co. 
32 Eastern For Production And Distribution 
33 Mines And Industry Co. 
34 Gulf Consolidated Co. For Services And Industries 
35 Gulf Group For Projects And Industry 
36 Gulf Real Estate 
37 United International Hotels 
Source: AI-Jumah, Haider, Hassan, The Kuwaiti Stock Market Crisis, 
20,1,. 1986, Commercial Press, p. 76 
2.3.2 Oil Prices 
The biggest blow to hit the Kuwaiti economy during the 1970s and 1980s was the 
large fluctuations in the price of oil. As shown in Table 2.16, prices went up in 1974, 
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and in the period 1980 to 1984 but went down in 1983 and during the period 1986 to 
1988. As oil accounts for not less than half of Kuwait's Gross Domestic Product 
(GDP), and as most of the Government's revenue depends on oil, such volatility and 
downward pressure on oil prices has a major effect on Kuwait's economy. 
For instance, the short term effect of decreased oil revenues on the Kuwait economy 
would take the form of budget deficits, reduced government spending, a decline in 
imports and a certain reduction in employment opportunities for expatriates (Al- 
Sabah, 1989). 
Table 2.16 
Kuwait Export Crude Price $BL" 
Year Official Spot 
1970 1.70 NA 
1971 2.10 NA 
1972 2.80 NA 
1973 4.80 NA 
1974 10.30 NA 
1975 11.30 NA 
1976 11.30 NA 
1977 12.30 NA 
1978 12.20 NA 
1979 12.80 NA 
1980 27.50 34.58 
1981 35.50 32.09 
1982 36.50 29.34 
1983 30.00 27.34 
1984 27.20 26.77 
1985 27.30 26.29 
1986 27.10 12.65 
1987 27.10 16.48 
1988 16.60 12.61 
1989 16.60 15.23 
1990 16.60 14.50 
1991 16.60 15.50 
1992 16.60 16.20 
1993 NA 14.02 
1994 NA 14.13 
1995 NA 15.89 
Source: Ministry ofUil 
NA not available. 
11 BL = per Barrel 
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2.3.3 Economic Effect of The Kuwait Invasion in 1990 
On the 2nd of August 1990, the Iraqi force invaded the State of Kuwait. The 
elementary costs of the invasion range between US. $200 and $300 billion (Ministry 
of Planning, 1995). 
2.3.3.1 Oil Sector 
The destruction covered 1164 oil wells or 91.8 % of the total: 652 wells were burned 
(51.4 %), 75 wells were leaking (5.9 %), and 437 wells were completely destroyed 
(34.5 %) (Al-Goniam, 1995). Table 2.17 summarises the estimated damage of the oil 
sector where total losses were $ 76.4 billiard. 
Table 2.17 
Estimating the losses of the Oil sector During the Occupation Period: 
August, 1990-February, 1991 
Types of Casualties 
Value per 
Sm 
1-Damages to constructions and assets 5177 
2-Wastage in crude oil, burnt gas, petrochemical products, 
used and plundered petrochemicals. 
48470 
3-Cost of extinguishing fires and supporting operations. 3300 
4-Compensations for lost income and profits due to 
incapacitation of the oil sector activities. 
7189 
5-Financing cost 6619 
6-Other damages 5688 
7-Compensations related to the environment devastation 
(their value to be defined later) 
not defined 
Total 76443 
Source: 
Ministry of Oil, Status Quo report of the transitional development plan (92/93-94/1995), 
Kuwait, 25th April, 1992, p 9. 
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2.3.3.2 Non Oil Sector 
- Trade Sector 
This sector suffered great losses, especially trade establishments; moreover, their 
stores were subjected to theft and looting. The estimated total loss of the trade sector 
was $ 1000 million (UN, 1991). 
- Banking Sector 
From obtainable statistics the assets of the Kuwaiti banks were over KD 12 billion by 
the end of may 1990, while overseas property was about 25.5 % of this total. 
The Iraqi invasion led to many destructive consequences: 
1-The head offices of Kuwaiti banks and financial institutions were stopped from 
undertaking any activities with the outside world. 
2-Banks were not able to use or contact Kuwaiti financial institution located outside 
Kuwait. 
3-The collapse of all borrowers financial positions, resulted in the downfall of the 
banks concerned. 
4-Banks were not able to utilise their financial resources outside Kuwait because 
they were frozen by the United Nations assembly (Al-Sabah, 1992). 
- Other Sectors 
The Iraqi invasion affected all sectors (Table 2.18). As for Agriculture, Livestock, 
and Fisheries the authorities estimated total losses at approximately KD 1.4 billion 
(which was equivalent to US. $4760 million (m) in 1991) (Ministry of Planning, 
1995). At least 120,000 houses suffered looting, theft, and damage and 65 were 
completely ruined. Moreover, there was extensive pollution of the air in Kuwait with 
thick clouds of smoke that turned the day into night from February to November 1991 
when, eventually, the oil fires were put out. 
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Table 2.18 
Costs of Repairing The Basic Structures Devastated By the Iraqi aggression as 
Estimated By The UN War Iniuries Assessment Commission 1991 ner $ m. 
Cost Categories Value in Sm 
Losses in GDP 10000 
repairing Oil Wells ?? 
* Repairing the infrastructures of transportation sector 2000 
replacing land transportation fleet 5000 
replacing fluid communication network 2000 
repairing Electricity network 1000 
repairing broadcasting station 500 
losses in housing sector 2500 
hotels losses 100 
restoring government buildings 500 
banking sector losses 500 
trade sector losses 1000 
petrochemical sector losses 1000 
agriculture and fisheries sector losses ?? 
health and Education sectors losses ?? 
compensation for material losses, the wounded and the martyrs. ?? 
total 26100 
Source: UN: Kuwait: A Report to the Secretary General about the range and nature of the 
destruction that befell the basic structures of Kuwait during the Iraqi occupation, 1991, PP 
11&12. 
*(?? ): These losses are not yet estimated by the UN Commission at that time. 
2.4 ECONOMIC EFFECT OF GOVERNMENT POLICIES 
2.4.1 Privatisation 
The word privatisation is relatively new, having been in existence for about 30 years. 
Typical of the definitions of privatisation is: The permanent shift of public activities 
and services from public institutions to private ones (Dunleavy, 1986). The main idea 
behind privatisation is to try and convince the government that controlling all 
resources by itself is no longer appropriate. In other words governments should share 
resources with the people. 
Privatisation is not a target in itself, but it is a means of improving standards of 
economic life. Another useful definition of privatisation is: a merging of large scale 
available resources in the public sector with those in the private sector. 
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The United kingdom is considered a pioneer in this field because it started a large 
scale privatisation program in the eighties. Subsequently, many countries followed 
the United Kingdom, for example, Italy sold its banks, France sold its chemicals 
companies, and Spain sold its Tobacco companies. 
Privatisation is not just about changing a "loser company into a winner", rather it is 
also concerned with gaining more for successful companies (United Arabian Banks, 
1995). Privatisation is a policy objective in more than 70 countries, and the value of 
privatisation operations world wide exceeded $ 40 billion in 1991 (Al-Sabah, 1992). 
Privatisation started in Kuwait with the beginning of the budget deficit in 1989/9012. 
Subsequently, it became more important after the Iraqi invasion in 1990. Kuwait 
consequently has the highest budget deficit with regard to GDP, compared with all the 
other GCC countries as shown in table 2.19 (Al-Omar, 1995). Privatisation is 
considered to be the main method for correcting volatile national economic trends. 
Volatile economic trends in Kuwait, however, have been influenced by 
unprecedented events. The Stock Market crisis in 1977, the Al-Manakh crash in 
1982, and the Iraqi invasion have made the public sector not only the biggest debtor, 
but also the biggest creditor (Kuwait Chamber of Commerce and Industry, 1995). 
1ZThe total of the last nine years ended by 1989-1990 was KD 6,8 billion ($23.115 billion) 
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Table 2.19 
Government Budget Deficit on the GCC countries as percentage of GDP. 
Deficit or Deficit or Deficit or Deficit AS Deficit AS Deficit AS 
State Surplus in Surplus in Surplus in Percentage Percentage Percentage 
$m $m S in of GDP of GDP of GDP 
1990 1991 1992 1990 1991 1992 
Bahrain -276 -60 -182 -6,84% -1,41% -2,85% 
Oman 470 21 -856 4,46% 5,21% -7,45% 
Qatar -403 170 -385 5,48% -2,47% -5,15% 
Saudi 
-6669 -30,888 -10,536 -6,37% -26,78% -8,7% Arabia 
Kingdom 
United Arab 
-2156 -2371 -2059 - 6,41% -7,01% -5,94% Emirates 
Total -9034 -33,128 -13,964 -, 64% -19,45% -7,8% 
Kuwait -5610 -25,384 -18,238 -3,4% -230,58% -84,01% 
Source: United Arabian Economic Report, 1993, p. 433 
The primary motives behind privatisation in Kuwait are, therefore, to minimise the 
budget deficit, secure available resources, improve the role of the private sector in the 
national economy, and attract Gulf Kuwaiti deposits in the International Financial 
Markets. 
Most of the Privatisation activities which are already complete relate to the selling of 
government quotas in local shareholding companies. For instance: the Commercial 
Facilities Company and the United Real Estate Company were sold by public 
subscription, and, Al-Ahli Kuwaiti Bank was sold by auction. 
Privatisation will continue to play an important role in the future of the Kuwait 
Economy. The value of Privatisation has been estimated at $16,724 million by the 
year 2000 (Table 2.20). 
Table 2.20 
Announced Privatisation Activities in The State of Kuwait 
For the Next Five Years $ millions 
Tape Value 
Selling Companies Shares Except Oil Companies 2,664 
Contracts With Private Sector on Communication and Water 12 660 
and Electricity Sectors , 
Others Like Assets Renting and Selling and Re-renting 16 724 (Kuwait Airways)only , 
Total 16,724 
Dources: rnenry, Hzam, international UUanx Keport. 
Middle East Newspaper, No. 5864,18.12.1994. 
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2.4.2 Mergers 
The last decade has witnessed a growth in mergers world wide. For instance, the 
United State of America alone witnessed over 4000 mergers during 1980's and the 
total number of cross border mergers exceeded 600 during the last five years, with a 
total value of nearly $ 34 billion (Al-Sabah, 1995). 
Focusing on the specifies of banks there are many reasons for merging banks: 
1-International competition and a necessity to rationalise expenditures and ensure 
viability and continuity. 
2-The appearance of large economic blocs in Europe, America, and Asia, suggests 
that small institutions should merge. 
3-The occurrence of international economic crises, such as the Third World debts 
problem, promoted some world banks to merge. 
4-New supervisory techniques instruments, and continued deregulation promoted 
bank mergers. 
As a consequence, the number of banking institutions operating in the United States 
fell by 24 % during 1980s and in England the number of banks declined by 24 % 
during the period 1987-1993. 
"In the USA, merger activities have taken place between Chemical Bank and 
Manufacturers Hanover Bank and between Bank of America and Security Pacific. In 
the United Kingdom, Midland Bank and Hong Kong and Shanaghai Banking 
Corporation have merged" (Central Bank of Kuwait, 1993). 
During 1990 there were serious efforts to implement mergers in Kuwait; however, the 
Iraqi occupation stopped this trend. Nevertheless the objectives of a successful 
mergers policy still remain and can be summarised as follows: 
1-The formation of large scale banking units with strong capital bases. 
2-Kuwait is "over banked", i. e. there are too many banks relative to the size of the 
population. Mergers are, therefore, seen as a means of reducing the number of banks. 
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3-Stability of the banking sector can be attained through the establishment of banks 
that have strong financial positions. 
More importantly, however, the banking sector in Kuwait faces some serious 
problems regarding their productivity and efficiency. These problems have 
introduced the idea of merging some of the banks, especially those partially supported 
by the government. 
2.4.3 A New Economic Order (Liberalisation of Economy: GAAT) 
The main force behind the liberalisation of the economy is the General Agreement on 
Tariffs and Trade (GATT). In October 1947 twenty three State representatives signed 
GATT, and by 1991, the number of members had increased to 121. 
The main objectives of GATT are to establish and liberalise International trade and to 
increased living standards for all members. This can be achieved through (Hassan, 
1994). 
1-Non discrimination between members. 
2-Stop all quantitative constraints on International Trade. 
3-Encourage Consultation in solving any disagreement between members. 
In the last decade, the 121 members of GATT agreed to let the World Trade 
Organisation (WTO) be a substitute for GATT. The WTO believes that all Arabian 
States should be prepared for the expected economic changes, especially, after the 
birth of a new international trade system. 
Kuwait's trade policy is appropriate for its economic system , which was originally 
built on a free economic system. Therefore, the percentage of foreign trade to Gross 
Domestic Product (GDP) is very high. As for Kuwait and the rest of the Gulf Co- 
operation Council (GCC) countries, joining GATT or what is now called the WTO is 
regarded as a necessity. 
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2.4.4 Offset Program 
The idea of the offset program is to gain benefits from the advanced technology and 
technical know-how of foreign partners. To put it a slightly different way, its a way 
of transferring part of the economic benefits that are produced by foreign companies 
which trade with Kuwait (Kuwait Chamber of Commerce and Industry, 1995). 
After the success of the offset program of the United Arab Emirates and Saudi Arabia 
Kingdom, the State of Kuwait adopted its own program on 26 July 1992. The 
objectives of the Offset Program for Kuwait are: to provide and obtain support in the 
field of investment, technology, and management; support and activate the private 
sector as part of the government's plan towards developing national human resources 
and the State International Program. 
Currently foreign governments and companies who invest in Kuwait must contribute 
30 percent of the contract value. At least 50 percent of the contract must be 
completed within four years of commitment and the contract must be completed 
within eight years. If a foreign government or company dose not comply fully with 
this agreement, then it is obliged to pay 6 percent of the contract value by way of a 
penalty. 
In 1992 American companies signed contracts with the Ministry of Defence to import 
an early Alarm System cover for the country with a total value of US $ 92 million. A 
new co-operate company was, therefore established under the name of the Gulf 
Technology Industries Company. Subsequently, five other projects were approved in 
1995, to building satellite networks and complete information systems, etc. (Kuwait 
Chamber of Commerce and Industry, 1995). 
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2.5 CONCLUSION 
The Kuwait economy can be regarded as a one commodity economy, facing serious 
financial difficulties, with a limited absorptive capacity due to a small industrial base 
and limited market potential. During the last decade the Kuwait economy has 
witnessed many crises, notably the Al-Manakh crash, fluctuations in the price of oil, 
and the Iraqi invasion. 
The government has used several strategies to remedy these problems, for instance, 
reducing public expenditure, increasing non oil revenues, and encouraging the private 
sector to take a bigger part in the domestic economy. New government policies, such 
as privatisation, mergers, and the Offset Program are also helping to revive the 
economy. In the following chapter the banking system and its role in the economy 
will be analysed. 
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CHAPTER THREE 
THE KUWAITI BANKING SYSTEM (1970-1990's): 
AN OVERVIEW 
3.0 INTRODUCTION 
The financial sector occupies an important role in Kuwait, because of the openness of 
the economy and the absence of major restrictions on dealing with foreign exchange, 
expenditure of remittances and movement of private capital. Consequently, many of 
the international monetary fluctuations are transmitted to the local economy through 
the financial sector (Khouja and Sadler, 1979). 
This chapter is intended to review the Kuwaiti Banking System (KBS) from 1970 to 
the 1990s. It is divided into two major parts (besides this introductory section, and the 
concluding one): Section 3.1 describes the organisation of the financial system. 
Section 3.2 introduces the different types of bank structure, which includes, 
specialised banks, commercial banks and the central bank. Chapter three is important 
in setting the scene for the following chapter (chapter four), which deals with the 
financial performance of these banks. 
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3.1 THE ORGANISATION Of THE FINANCIAL SYSTEM 
In the past the Kuwaiti merchants used to go to Basra (a city in Iraq) to get all of the 
banking services, which they need for import operations (Al-Bahar, 1987). During the 
1940s and early 1950s the Kuwaiti branch of the British Bank of the Middle East not 
only provided retail banking services and import finance to the exiled oil workers in 
Kuwait, but also served as the king's bank and acted as a kind of government banker. 
The pioneer local merchants were unhappy, however, at seeing a foreign owned bank 
capture an increasing share of the financial business of Kuwait and thereby damaging 
their own money lending and money changing business. They decided to create their 
own commercial bank and with the king's permission, the National Bank of Kuwait 
opened for business in 1952 (Presley & Wilson, 1991). Subsequently, in 1971, the 
British Bank of the Middle East became the Bank of Kuwait and the Middle East. 
With the growth in oil revenue came the need for a central monetary agency (El 
Mallakh & Atta, 1981). Kuwait's Monetary System (KMS) did not become fully 
independent until the Currency Board (CB) was established (on the 19th of October 
1960 under law No. 41) and the Kuwaiti Dinar put into circulation on 1 April 1961, 
replacing the Indian rupee. Prior to that, the Indian rupee was the recognised currency 
throughout the Gulf area, including Kuwait. The Dinar was originally tied to the US 
dollar, but now it is assessed against a basket of currencies which include the yen, the 
Dutch mark, the Swiss franc, the pound sterling, and the US dollar. The fixed value 
of the dinar against gold was cancelled by Law No. 130, in 1977, which authorised the 
Central Bank to fix the value of the dinar against other currencies (Kabbara, 1988). 
When independence was declared in 1961 the Kuwait Government decided that, in 
order to have full control over the monetary sector and the country's increasing foreign 
exchange reserves, it should issue its own currency through the recently established 
Currency Board. The members of the first Kuwait Currency Board were: Al-Hamad, 
Yacoub, Y.; Al-Ghanim, Khalifa, K; Shehab, Fakhri; Al-Shehabi Haider; Loom, C., 
T.; and Ruth, Eva (Al-Bahar, 1987). The Currency Board continued to perform its 
main function of issuing currency until 1968, when the Central Bank was established. 
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Besides, the Currency Board, the financial system developed during the period from 
1961 to 1968 to include four commercial banks', three insurance companies, two 
investment companies, and one specialised bank (Central Bank of Kuwait, 1980). 
Kuwait's financial system continued to grow and has had a distinguished expansion 
record since 1970, both in terms of the number of institutions and the size of their 
resources. This was due mainly to the ability of the private sector, and by the real 
wealth creating polices of the government. This growth can be easily recognised 
through the number of institutions operating the Kuwait's financial system, which now 
includes: six commercial banks, three specialised banks, seventeen investment 
companies, several insurance companies , and a number of money-exchange, and 
stock brokers. 
The number of commercial and specialised banks operating in Kuwait has remained 
constant for some time but, the number of local bank branches has increased from 100 
in 1977 to 164 in 1988. The branches of specialised banks, has also increased from 5 
in 1984 to 6 in 1988, and the number of bank branches operating abroad has increased 
from 7 to 12. The growth in the private sector is revealed by the fact that the number 
of operating companies registered at the Central Bank of Kuwait, increased from 17 to 
34 over the same period (Kuwait Chamber of Commerce and Industry, 1984). 
Unlike the other Gulf States, where foreign banks are allowed to operate with little 
restriction, the increase in the size of the banking system has predominately come 
about through domestic initiatives. However, the law has been amended to admit 
foreign banks provided they do not own more than 50 % of the Kuwaiti financial 
institution. 
'National Bank of Kuwait, Commercial Bank of Kuwait, Gulf Bank, and Al-Ahli Bank of Kuwait. 
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3.2 THE STRUCTURE OF THE BANKING SECTOR 
In addition to the Central Bank, Kuwait's financial system now includes seven 
commercial banks, and three specialised banks2, twenty four investment companies, 
and twenty six stock exchange companies. By the end of 1988, the Central Bank of 
Kuwait became the supervisor for the banking system, but the Kuwait Finance House 
(KFH), insurance companies, and the Kuwait Stock Exchange (KSE) are under the 
supervision of the Ministry of Finance. This dualistic approach to supervision reflects 
the fact that these later institutions are regarded as the main frame of Monetary 
Policy. (Figure 3.1). 
2Savings and Credit Bank is not included because it is not under the supervision of the Central Bank 
of Kuwait. 
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The banking system in Kuwait consists of seven commercial banks, including a 
branch of a foreign bank, four specialised banks, and the Central Bank which acts as 
the government's bank. The year of incorporation, the number of domestic, and 
foreign branches, the number of overseas representative offices, and the number of 
Automated Teller Machines (ATMs), are shown below in table 3.1 for each of these 
banks. 
Table 3.1 
Banking Structure and Branches 
Name of Bank 
Yea 
incorporation 
Number of 
branches3 
Number of 
abroad 
Number of 
offices 
abroad 
Number of 
ATMs4 
Central Bank of Kuwait 1968 NIL NIL NIL NIL 
National Bank of Kuwait 1952 35 9 2 51 
Commercial Bank of Kuwait 1960 19 1 NIL 28 
Gulf Bank 1960 17 NIL 1 23 
AI-Ahli Bank of Kuwait 1967 11 1 1 18 
The Bank Of Kuwait and 
The Middle East 
1971 11 NIL NIL 16 
Burgan Bank 1967 10 NIL NIL 11 
Branch of Bank of Bahrain 
and Kuwait 
1977 NIL NIL NIL NIL 
Savings and Credit Bank 1960 3 NIL NIL NIL 
Kuwait Real Estate Bank 1973 2 NIL NIL 2 
Industrial Bank of Kuwait 1973 NIL NIL NIL NIL 
Kuwait Finance House 1977 17 NIL NIL 30 
Source: Central Bank of Kuwait, 1995. 
Research Unit, Institute of Banking Studies, Financial Operating Report, 1980-1994. 
Savings and Credit Bank, Annual report 32,1992-1993. 
3.2.1 SPECIALISED BANKS 
The government recognised that there was a need to develop the agriculture and 
industrial sectors and therefore through the various National Plans, established 
specialised banks with the exclusive purpose of developing these sectors (Al- 
Tuwairesh, 1988). Specialised banks are institutions with have exclusive 
3Excluding head offices as at the end of July, 1995. 
4 Automated Teller Machines. 
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responsibility for financing and developing specific economic sectors and differ from 
the commercial banks in four main respects: 
1-Loans are typically long term. 
2-The rates of interest, (except Kuwait Real Estate Bank (KREB)) are lower than 
commercial market rates and are sometimes negligible. 
3-Industrial Bank of Kuwait (IBK) accepts and maintains savings for industry 
whether in Kuwait or overseas (Kabbara, 1988). 
4-The Kuwait Finance House (KFH) has adopted the principles of Islamic banking. 
As mentioned earlier there are four types of specialised bank. They are the Savings 
and Credit Bank (S/C), the Kuwait Real Estate Bank (KREB), the Industrial Bank of 
Kuwait (IBK), and, the Kuwait Finance House (KFH). Of these, the first two are 
restricted mainly to the housing and real estate sector, and the third is intended to 
assist industrial development. The Kuwait Finance House is also the only financial 
institution in Kuwait to have adopted Islamic banking. 
THE SAVINGS AND CREDIT BANK (S/CB) 
The commercial banks in Kuwait are very cautious and are mainly concerned with 
two objectives: the accumulation of domestic savings for short term loans and the 
financing of imports. However, in 1960 because of the nature of the commercial 
banks in Kuwait the government felt it is necessary to establish the "Credit Bank" 
which was later re-named the Savings and Credit Bank (S/CB) (Al-Sabah, Y, 1980). 
The Savings and Credit bank is an independent Public Establishment, under the 
direction of the Minister of -Finance and its Articles of association are issued by a 
ministerial Resolution. The main objectives of the bank are as follows: 
-Provide real estate and social credit to Kuwaiti citizens. 
-Attract savings and provide opportunities for investment. 
-The Bank has the right to own real estate and may establish or take part in the 
establishment of construction companies and any other company that does work 
relevant to its objectives. 
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-The Bank may invest its funds in all "secure" investments (Saving and Credit Bank, 
1992-1993). 
The Savings and Credit Bank was established by Law No. 30 in 1965. It's authorised 
capital has been frequently revised to reflect its increasing role in the economy of 
Kuwait. It increased to KD 1000 million in 1994 from a level of KD 200 million in 
1975. The Savings and Credit Bank started with just one main head office, but later, 
because of the increase in its activities and to give better services to all citizens, the 
bank opened three branches located in the capital city. 
The achievements of the Bank in the fields of credit, savings and investments are 
shown by the following statistics: the number of loans authorised by the Bank since 
its establishment up to the end of the financial year 1992/93 exceeded 189,000 loans, 
the value of which was 1667.8 Million Dinars. The Bank had built 12,560 residential 
units including government houses, private houses, a number of mosques and schools 
in addition to financing some services and public utilities. The 2.5 percent interest in 
real estate loans charged by S/CB is paid by the Ministry of Finance, while no interest 
is charged on social loans. Total loans have increased significantly since 1977: real 
estate loans increased 20 fold, social loans 40 fold, agricultural loans 20 fold, and 
industrial loans 6 fold (Table 3.2). 
Table 3.2 
Loan Profile of Savings and Credit Bank 
Type of Loans 
Approved Amounts in 
Dinars 
30/6/1977 
Approved Amounts in 
Dinars 
30/6/1988 
Approved Amounts in 
Dinars 
30/6/1993 
Real Estate 101,610,185 1,203,376,032 1,514,369,627 
Social 3,446,340 66,920,259 137,017,259 
Agricultural 631,056 13,286,087 13,140,587 
Industrial 582,073 3,300,090 3,300,090 
Total 106,269,654 1,286,882,468 1,667,827,563 
Source: Savings and Credit Bank, different annual reports 
Furthermore, since 1977 total assets (resources), revenues, expenses, and net profit 
have increased by at least five times as shown in table 3.3 
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Table 3.3 
Selected Indicators of SCB Values in KD 
Item Fiscal Year 30\6\1977 30\6\1988 30\6\1993 
Assets (resources) 180,819,647 982,251,854 1,275,821,491 
Revenues 5,521,475 23,494,372 29,121,393 
Expenses 1,369,371 5,295,851 7,059,847 
Net Profit 4,152,104 18,198,521 22,061,546 
Source: Savings and Credit Bank, different annual reports. 
Since its establishment, the Bank has been managed by a number of Ministers and 
Board Chairmen, and a number of General Managers and Deputy General Managers, 
all of whom exerted a big influence in bringing the bank to a position whereby it now 
exercises an influential role in the field of construction (Savings and Credit Bank, 
1992-1993). 
KUWAIT REAL ESTATE BANK (KREB) 
As mentioned earlier, the objective of establishing the specialised banks was to 
facilitate the quick development of certain sectors of the economy by providing 
financial and technical assistance to firms and individuals engaged in activities related 
to these sectors. From the point of view of welfare, the imperative of the S/CB is to 
improve living standards to a level which would not be realised without low income 
housing projects and real estate loans which put downward pressure on rents in the 
private sector. The private sector responded to the government's initiative by 
establishing the Real Estate Bank of Kuwait (El Mallakh & Atta, 1981). 
The Kuwait Real Estate Bank is a public share-holding company incorporated in 
Kuwait under an Amiri Decree dated 13 May, 1973. It is registered as a real estate 
bank with the Central Bank of Kuwait and works in accordance with the laws and 
regulations for specialised banks as determined by the Central Bank of Kuwait 
(Kuwait Real Estate Bank, 1994). The share capital of KREB started with KD 4 
million, but by the end of 1994 it totalled more than KD 31 million. 
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The main objectives of KREB are: to attract funds from the public and primarily 
invest these funds in loans to finance the purchase or construction of real estate in 
Kuwait. It can, however, also finance contracts for other purposes, but all the loans of 
KREB are generally extended on market terms for a period of less than ten years. The 
objectives of the bank were legitimated at an extraordinary general meeting held on 
18, June 1989 and cover a fairly wide range of banking activities (KREB, 1994). The 
wide ranging activities of the KREB are reflected in its many affiliates and associated 
companies (see Table 3.4). 
Table 3.4 
Bank Affiliates and Associated Companies of KREB 
Company Name Currency Authorised Capital 
Industrial Bank of Kuwait KSC KD. 20,000,000 
Bank of Kuwait and Lebanon (Lebanon) LL LL. 300,000,000 
Kuwait Pearl Investment Co. KSC KD. 40,000,000 
Kuwait Investment Project KSC KD. 52,481,035 
KPC for Reconstruction and Real Estate KSC KD. 1,000,000 
KPC for Contracting and Building KSC KD. 500,000 
Financial Group of Kuwait KSC KD. 5,000,000 
Kuwait Clearing Company KSC KD. 3,250,000 
Pearls of Kuwait Real Estate Co. KD. 1,000,000 
K-NET Co. KD. 2,000,000 
Pearl Holding Company (Luxembourg) US $ 50,000,000 
United Bank of Kuwait (London) £ 125,000,000 
Source: KREB, 1994 
Despite the slump in the activities of the real estate and construction sectors in the 
1980's, the bank's major financial indicators continuously increased until the Iraqi 
invasion in 1990 (Kabbara, 1988). After the liberation, the bank showed tremendous 
and liquid assets, loans, etc. have increased at least 4 fold since 1991. Net profit 
increased from a loss of KD 10 million in 1991 to a profit of KD 2 million in 1994 but 
investment and deposits have decreased almost 2 fold compared to 1991, as shown in 
table 3.5 (IBS, 1995). 
5Kuwait Share holding Company (KSC). 
6Kuwait Petroleum Company (KPC). 
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Table 3.5 
KREB: Major Financial Indicators (in Million KD) 
Year 1980 1989 1991 1992 1993 1994 
Liquid assets 25.99 74.03 22.31 85.49 82.92 88.41 
Investments and deposits 88.92 117.17 350.19 344.76 213.17 190.06 
Loans 184.89 325.80 15.45 26.27 27.36 63.99 
Fixed assets and other assets 10.43 12.57 8.80 7.64 6.50 6.65 
Total assets 310.23 529.56 396.74 464.16 329.95 349.11 
Deposits 264.53 424.48 306.99 378.28 237.28 236.30 
Borrowing and other liabilities 11.40 23.92 19.20 19.00 23.77 44.69 
Total liabilities 275.93 448.40 326.18 397.27 261.04 280.99 
Share holder's equity 34.30 81.16 70.56 66.89 68.90 68.12 
Total liabilities and equity 310.23 529.56 396.74 464.16 329.95 349.11 
Net profit 4.13 5.64 -10.60 3.68 3.80 2.01 
Source: Financial Operating Report, 1980-1994. 
INDUSTRIAL BANK OF KUWAIT(IBK) 
The Industrial Bank was established in late 1973 due to government dissatisfaction 
with the policy of the commercial banks towards industry in Kuwait (Al-Sabah, Y, 
1980). It was established in the private sector with a share capital of KD 10 million, 
and was increased to KD 20 million, in June, 1981, at the initiative of the Kuwaiti 
Government, as a joint venture between the Ministry of Finance, the Central Bank, 
commercial banks, insurance companies and some large industrial establishments 
(Table 3.6). 
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Table 3.6 
IBK's Shareholders and their percentage of Eciuitv 
Name Percentage 
The Government of Kuwait 31.39015 
The Central Bank of Kuwait 12.55606 
The Public Institution of Social Security 5.15695 
National Bank of Kuwait (SAK) 8.96860 
Commercial Bank of Kuwait (SAK) 4.48430 
Gulf Bank (KSC) 4.48430 
Al Ahli Bank of Kuwait (KSC) 4.48430 
Bank of Kuwait and the Middle East (KSC) 4.48430 
Kuwait Real Estate Bank (KSC) 2.69060 
Burgan Bank (SAK) 4.48430 
Kuwait Re-Insurance Co. (KSC) 0.67265 
Kuwait Insurance Co. (KSC) 0.67265 
Gulf Insurance Co. (KSC) 0.67265 
Al Ahleia Insurance Co. (KSC) 0.67265 
Warba Insurance Co. (KSC) 0.67265 
Kuwait Flour Mills Co. (KSC) 4.48430 
Kuwait Metal Pipes Industries Co. (KSC) 4.48430 
National Industries Co. (KSC) 4.48430 
Total 100.00 
Source: IBK, 1994. 
The primary goal of IBK is to assist industrial development in Kuwait by pursuing the 
following objectives (IBK, 1994): 
-Participate in developing a long term strategy for industrial growth. 
-Encourage projects and investments in industrial sectors. 
-Finance new projects and continue to support existing ones through equity and 
medium or long term credits. 
-Finance projects outside Kuwait, especially where Kuwaiti interests are involved. 
-Introduce new technology to Kuwait and identify foreign partners with necessary 
expertise. 
-Support the development of domestic money and capital markets in co-operation 
with other major financial institutions. 
The Industrial Bank of Kuwait (IBK) has played an important role since its formation 
in 1973. IBK prepared a program to operationalise the industrial sector with a built-in 
system of priorities, which were agreed by the Ministry of Industry and Commerce. 
Table 3.7 below indicates the growth of industrial output during the period 1989- 
1993. 
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Table 3.7 
Manufacturing GDP 1989-1993 at current Prices (K. D million) 
Industry 1989 1990 1991 1992 1993 
Food & Beverages 45.5 25.0 19.9 29.6 29.8 
Textile 33.5 19.5 14.5 33.7 37.5 
Wood & Wood Products 12.3 11.0 5.5 17.4 16.5 
Paper & Printing 24.2 12.0 8.2 15.6 17.3 
Chemical Products 29.0 19.1 4.8 29.4 31.3 
Non-Metallic Minerals 38.2 21.6 12.0 21.3 18.6 
Basic Metals 4.9 2.9 0.8 5.0 4.7 
Fabricated Metal Products 44.3 25.8 20.0 54.6 61.7 
Other Manufactures 33.1 4.5 3.3 5.4 5.6 
Total 235 141.4 89 212 223 
Source: The Industrial Bank of Kuwait, annual report, 1994. 
The structure of the manufacturing sector underwent great changes during the period 
1974-1993. These changes reflect the relative growth rates of the productive 
capacities of different manufacturing sectors, which in turn were influenced by 
cyclical change and by certain specific conditions. Table 3.8 shows the structure of 
manufacturing GDP at three points in time: 1974,1989, and 1993. The first year 
(1974) represents the base year at the beginning of the seventies and the start of IBK's 
activities whereas 1989 represents the preoccupation year. These two years also 
reflect the full impact of both the boom period (seventies) and construction period 
(eighties). The final year 1993, reflects all the developments after 1990 i. e. the impact 
of the occupation, ' and the subsequent re-construction and re-building efforts (IBK, 
1994). 
Table 3.8 
The Structure of Manufacturing GDP (1974-1989-1993) 
Industry 1974 1989 1993 
Food & Beverages 8.75 19.36 13.36 
Textiles & Weaving 9.0 14.26 16.82 
Wood & Wood Products 6.3 5.23 7.40 
Paper & Printing 2.32 10.30 7.76 
Chemical Products 47.80 12.34 14.04 
Non- Metallic Minerals 10.04 16.26 8.34 
Basic Metals 2.42 2.09 2.11 
Fabricated Metal Products 12.44 18.85 27.67 
Other 0.93 1.32 2.51 
Total 100 100 100 
Source: ! BK, annual report, 1994. 
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The cumulative industrial loan commitments since the bank started project financing 
in late 1974 to the end of 1994, were KD 371.907 million, this amount was provided 
to 474 industrial projects with a total cost of KD 722.535 million. As show in table 
3.9, IBK's financing, on average, amounted to 51.5 % of the total cost of these 
projects. 
Table 3.9 
IBK's Cumulative Loan Commitments (1974-1994) Classified by Industry 
Industry No. of Projects 
Total Project 
Cost (KD 000) 
IBK Financing 
(KD 000) 
Percentage 
Share 
Construction Materials 95 161,090 82,177 22.10 
Metal Products & Eng. 81 122,470 58,947 15.85 
Food and Beverages 59 138,577 68,797 18.50 
Furniture 33 22,218 10,605 2.85 
Marine & Oil field Services 18 70,071 37,000 9.95 
Chemical Products 79 97,570 49,782 13.38 
Paper and Paper Products 39 35,402 23,587 6.34 
Printing 34 38,719 21,270 5.72 
Textiles and Weaving 11 13,405 6,312 1.70 
Miscellaneous 25 23,013 13,430 3.61 
Total 474 722,535 371,907 100.00 
Source: IBK, annual report, 1994. 
As shown in table 3.10, IBK has displayed virtually continuous growth since 1980, as 
indicated by share holder's equity and net profits. However, there was a clear decline 
in total assets due to the damage of fixed assets, i. e. plant and machinery, buildings 
etc., in the Iraqi invasion (IBK, 1990-1991). 
Table 3.10 
IBK's Major Financial Indicators (In Million KD) 
Year 1980 1989 1991 1992 1993 1994 
Liquid assets 66.69 58.99 122.45 94.10 94.99 90.03 
Investments and deposits 190.80 183.02 174.03 167.58 188.37 190.52 
Loans 156.29 227.30 20.14 15.36 41.16 38.94 
Fixed assets and other assets 20.17 29.14 18.24 13.45 10.77 10.58 
Total assets 433.95 498.45 334.85 290.48 335.29 330.07 
Deposits 258.79 266.46 101.78 38.72 73.26 62.32 
Borrowing and other liabilities 151.81 187.00 187.00 202.48 202.68 202.68 
Total liabilities 410.60 453.46 288.78 241.20 275.94 265.00 
Share holder's equity 23.36 45.00 46.07 49.29 59.35 65.07 
Total liabilities and equity 433.95 498.45 334.85 290.48 335.29 330.07 
Net profit 2.63 3.30 2.08 4.61 11.67 7.32 
Source: Financial Operation Report, 1980-1994. 
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KUWAIT FINANCE HOUSE (KFH) 
KFH, is the largest Islamic commercial bank in the world, and accounts for almost 
one fifth of total bank deposits in Kuwait. It is by far the most sophisticated bank and 
delivers Islamic financial packages to the construction sector, as well as consumer 
services such as Islamic Visa cards (Presley & Wilson, 1991). The essential feature of 
Islamic banking is that it is interest free, because, Islam prohibits Muslims from 
taking or giving interest (usury)7, regardless of the purpose for which the loans are 
made and regardless of interest rates changed elsewhere. The whole banking system 
has been "islamised" in both Iran and Pakistan. In addition, there are some thirty 
Islamic banks in operation in other parts of the globe (Http, 1995). The Nasir Social 
bank, established in Egypt in 1972, was the first modern experiment with Islamic 
banking (Wilson, 1983). Initially the bank was under promoted so that it was not seen 
as an endorsement of Islamic fundamentalism. In the seventies, changes took place in 
the political climate of many Muslim countries so that there was no longer any strong 
need to establish Islamic financial institution in a covert way. A number of Islamic 
banks, both in letter and spirit, came into existence in the Middle East, e. g., the Dubai 
Islamic Bank (1975), Kuwait Finance House (1977), and the Bahrain Islamic Bank 
(1979), to mention just a few. 
The KFH is a limited liability share company which was incorporated on the 23rd 
March 1977 by Decree No. 72 with an authorised capital of KD 10 million. The 
capital was increased several times and was KD 44,991 million in 1995. KFH is 
owned by the Ministry of Finance (20 %), the Minors Department (20 %), the 
Ministry of Religious Endowments and Islamic Affairs (9 %) and the general public 
(51 %). In 1984, due to the collapse of the Official Stock Market caused by Al- 
Manakh crisis, the government bought a significant amount of shares thereby raising 
the government's ownership to (60.22 %) (Kabbara, 1988). The main activities of the 
company includes the provision of banking services, the purchase and sale of property 
and other trading activities as well as project construction. The provision of services 
can take different forms including cash, credit murabaha sales (purchasing of raw 
7Usury or interest called in Arabic RIBA. 
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materials, goods or equipment and selling them at an agreed negotiated profit margin) 
and joint venture business with third parties. All activities are conducted in 
accordance with the teachings of Islam without practising usury (KFH, 1986). 
In an Islamic society believers are expected to conduct their financial affairs in a 
socially responsible way. There is little doubt however that some of the Kuwait 
Finance House's customers have current account facilities and overdrafts with other 
banks. Profits are distributed to depositors at the KFH in accordance with the type of 
account, according to a fixed formula based on utilisation rates, and the amount of 
funds that have to be held in liquid form to meet withdrawals (Wilson, 1983). There 
are many indicators which reflect improvements in the KFH, for example, total assets 
reached KD 1,395,286,000 in 1995 (KFH, 1995) against KD 258,663,350 in 1978, 
and net profit increased from KD 529,657 in 1978 to KD 75.7 million in 1995 (KFH, 
1978 & 1995). KFH also continued extending its branch network which totalled 17 
branches in 1994 compared to 10 in 1984. Total assets at the end of 1994 were KD 
1282 million, an increase of 11 % compared to 1993, and an increase of 22% 
compared to 1991. Shareholders equity amounted to KD 68 million in 1994, an 
increase of KD 9.5 million in comparison to 1993. Total income in 1994 was KD 
83.3 million, an increase of KD 9.7 million after deduction of various expense, 
furthermore, the net profit was KD 15.7 million, an increase of KD 3.7 million 
compared to 1993 (see Table 3.11). 
Table 3.11 
KFH's Major Financial Indicators (KD Million) 
1989 1991 1992 1993 1994 
Cash and balance with banks 162,205,000 230,951,000 144,128,000 125.181,000 94,083,000 
Murabaha accounts receivable 488,407,000 239,021,000 344,387,000 448,505,000 593,893,000 
Treasury bills and bonds nil 553,201,000 553,201,000 480,830,000 439,562,000 
Total assets 1,132,038,000 1,108,635,000 1,141,373,000 1,156,010,000 1,282,360,000 
Deposits 1,060,743,000 1,042,456,000 1,035,628,000 1,003,463,000 1,097,712,000 
Total liabilities 1,080,824,000 1,073,817,000 1,098,058,000 1,097,256,000 1,214,075,000 
Share capital 31,070,000 31,070,000 34,798,000 42,444,000 44,991,000 
Total shareholders' equity 51,214,000 34,818,000 43,315,000 58,754,000 68,285,000 
Total income 47,917,607 59,406,000 62,173,000 73,636,000 83,329,000 
Net profit (loss) 5,678,215 (15,940,00) 8,547,000 12,012,000 15,782,000 
Source: Securities Group, 1989-1994. 
8Loss due to Iraq invasion 
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The most important achievements of KFH in 1995 can be seen in the following tables 
(3.12-3.15) which relate to the balance sheet for 1995, the associated companies of 
KFH, and the operations of KFH in different areas (KFH, 1995). The balance sheet 
reveals that total assets amounted to KD 1395 million, an increase of KD 113 million 
compared to 1994. Deposits amounted to KD 1.12 million, an increase of KD 26 
million, whereas the shareholders' equity totalled KD 88.8 million, an increase of KD 
20.6 million, (an increase of 30 %) compared to 1994 (see Table 3.12). 
Table 3.12 
KFH: Balance Sheet as at 31 December, 1995 
Items KD 000's 
Cash and balances with banks and other financial 
institutions 71,220 
Receivable 729,602 
Leased assets 19,606 
Government debt bonds 345,868 
Investments 189,564 
Property and equipment 17,470 
Other assets 21,956 
Total Assets 1,395,286 
Liabilities due to banks and other financial 
institutions 
30,645 
Depositor's accounts 1,123,713 
Other liabilities 143,102 
Proposed cash dividends 8,998 
Total liabilities 1,306,458 
Shareholder's funds share capital 44,991 
Proposed issue of bonus share 2,699 
Reserves 41,138 
Total Shareholders' Funds 88,828 
Total liabilities and shareholders' funds 1,395,286 
Source: KFH annual report, 1995 
The associated companies of KFH are as follows: 
Table 3.13 
Associated Companies of KFH 
Interest Equity (%) Country Registration Principal Activities 
Human Resources 
Investment and 50 Kuwait Training 
Consulting Company 
Kuwait Privatisation 30 Kuwait Constancy 
Project Company 
Kuwait Turkish Evkat 50 Turkey Banking Services Finance House 
Source: KFH annual report 1995 
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As shown in table 3.13, KFH has substantial equity interests in Kuwaiti associated 
companies, especially, in the training and consultancy areas. KFH has operated 
predominately in Kuwait but is also active in the Middle East, North America, and 
Western Europe. KFH also operates in different industrial sectors, in particular, the 
banking and finance industry (44 %), and in the trading and manufacturing industry 
(30 %), as shown below in table 3.14. 
Table 3.14 
The geographical areas and the industrial sectors of KFH operations 
Geographical areas 
Assets 
KD 000's 
Liabilities and 
shareholders 
KD 000's 
Contingencies and 
commitments 
under letters of 
credit and 
guarantees 
Kuwait and Middle East 1,223,350 1,394,781 71,939 
North America 14,109 117 2,763 
Western Europe 139,209 248 16,848 
Other 18,618 140 11,336 
Total 1,395,286 1,395,286 102,886 
Industry Sector 
Trading and Manufacturing 409,666 163,203 51,852 
Banks and Financial Institutions 619,665 34,418 4,780 
Construction and Real Estate 355,151 49,332 7,640 
Individuals 452 906,668 - 
Other 10,352 241,665 386,614 
Total 1,395,286 1,395,286 102,886 
Source: KFH annual report 1995. 
All the specialist banks have made good progress since their establislunent. Table 
3.15 illustrates the development of the aggregate specialist banks which include the 
Kuwait Real Estate Bank and the Industrial Bank of Kuwait taking 1980 as a base 
year. Total borrowing and other liabilities increased by KD 20.5 million in 1994, 
compared to 1993, this was due mainly to an increase of KD 15 million in IBK's 
loans from the government of Kuwait. Liquid assets, fixed assets, and other assets 
remained fairly constant in 1993 and 1994 (IBK, 1994). 
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Table 3.15 
Major Financial Indicators(in Million KD) 
for the Kuwait Real State Bank & The Industrial Bank of Kuwait 
Year 1980 1989 1991 1992 1993 1994 
Liquid assets 92.68 133.02 144.76 179.60 177.90 178.44 
Investments and deposits 279.72 300.19 524.21 512.33 401.54 380.58 
Loans 341.18 533.10 35.58 41.63 68.51 102.93 
Fixed assets and other assets 30.60 41.70 27.04 21.09 17.27 17.23 
Total assets 744.19 1,028.01 731.60 754.65 665.23 679.19 
Deposits 523.32 690.93 408.76 417.00 310.53 298.63 
Borrowing and other liabilities 163.21 210.92 206.20 221.48 226.45 247.00 
Total liabilities 686.53 901.86 614.96 638.47 536.98 546.00 
Share holder's equity 57.66 126.16 116.64 116.17 128.25 133.19 
Total liabilities and equity 744.19 1,028.01 731.60 754.65 665.23 679.19 
Net profit 6.76 8.94 -8.25 0.94 15.47 9.33 
Source: Financial Operation Report, 1980-1994 
3.2.2 COMMERCIAL BANKS 
The term commercial banks comes from the historical association of these institutions 
with commerce. They still account for most of the lending to business but in the last 
few decades they have also become major mortgage lenders. This has given the 
commercial banks an important central position in the financial system of Kuwait. 
During the 1960s the local banks of the Gulf concentrated largely on building up their 
business customer base (Presley & Rodney, 1991). One of the beneficial results of the 
oil boom in the 1970s in the Gulf area has been the growth of banking activities (El 
Mallakh & Atta, 1981). In Kuwait at least five banks have been established since the 
1970s (see Table 3.1). Commercial banks in Kuwait comprise, either private 
ownership banks like the Commercial Bank of Kuwait (CBK), the Gulf Bank of 
Kuwait (GBK), AlAhli Kuwaiti Bank (ABK), and National Bank of Kuwait (NBK), 
or joint private and government ownership banks such as Burgar Bank (BB), Kuwait 
Real Estate Bank (KREB), Bank of Kuwait and The Middle East (BKME), and 
Kuwait Finance House (KFH) (NBK, 1980). 
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Kuwait commercial banks provide the following main services (Central Bank of 
Kuwait, 1977): accepting deposits, providing loans and advances, buying, selling and 
discounting commercial bills, issuing and clearing cheques, trading in foreign 
currency and precious metals, issuing letters of credit and letters of guarantee 
(Kabbara, 1988). 
Any institution or company that performs only part of the above mentioned functions 
is not considered a commercial bank. A Kuwaiti bank must be incorporated as a 
public shareholding company and the minimum acceptable level of capital (or the 
allocated capital of a branch of a foreign bank) must not be less than KD 3 million. 
The commercial banks in Kuwait are also subject to a number of prudential 
regulations which restrict their activities. For instance they are not allowed (Central 
Bank of Kuwait, 1977): 
a-to undertake commercial or industrial activities or buy real estate other than for the 
purpose of housing their operations or accommodating their staff; 
b-own merchandise, unless its title has been transferred to them as a result of 
liquidation or in settlement of third party loans. Any goods obtained in this way 
must be liquidated within a year of acquisition; 
c-to underwrite insurance policies, or act as brokers or dealers. However, they may 
buy or sell Central Bank of Kuwait bills, and act as agent for their customers in 
their capacity as trustees or executors of wills. 
It is unusual that the Kuwait Finance House (KFH), is not classified as a commercial 
bank for purposes of reporting, but instead comes under "other Banks". This is due to 
the fact that it was incorporated under a special law which does not fall under the 
jurisdiction of the Central Bank. 
The most significant characteristics of the commercial banks can be identified as 
follows (Al-Sabah, 1986): 
-Their main source of funds comprises deposits and saving accounts. 
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-As a major part of their resources come from either sight deposits, drawn at any time 
by depositors or time deposits with a fixed maturity, typically less than one year, 
their investments usually have short maturities. 
-Extending credit eventually leads to an increase in total deposits within the banking 
system, so-called "deposit creation" and thereby increases the money supply. 
Commercial banks play an important role in the economy especially in financing the 
various sectors shown in table 3.16. 
Table 3.16 
Local Banks: Balances of Utilised Domestic Cash Credit Facilities by Sector 
(in Million KD) 
1988 1989 1990 1991 1992 1993 1994 
Trade 967.2 975.4 862.1 107.0 190.2 221.7 238.7 
Industry 136.1 135.2 150.9 15.7 28.6 33.3 95.7 
Construction 813.7 743.8 791.6 28.1 44.8 55.0 92.6 
Agriculture & Fisheries 12.3 20.0 20.1 1.1 5.6 4.4 3.1 
Financial Institutions 366.2 347.4 386.9 55.2 51.9 53.4 102.7 
Personal Facilities 1346.7 1457.3 1469.7 332.4 338.0 366.2 437.6 
Real Estate 912.4 902.6 1071.4 17.8 23.6 44.6 62.2 
Other 146.5 161.8 117.1 20.6 77.0 80.5 140.7 
Total 471.2 4743.5 4869.7 577.8 759.9 859.1 1173.3 
Source: Quarterly Statistical Bulletins 
The following section examines each commercial bank in more detail: 
National Bank of Kuwait (NBK) 
The National Bank of Kuwait was established on the 19th of May, 1952 by the Amiri 
Decree. The members of the first bank were: Al-Khaled, Khaled; Al-Khaled, 
Ahamad; Al-Ghanim, Khalifa; Al-Hamad, Khaled; Sulaiman, Sayid; Al-Fulaij, 
Yousuf; Al-Ghanim, Yousuf; Al-kharafi, Mohammed; and Al-Sagar, Abdul Aziz. 
The Authorised Capital was Rupee India (RI) 13,100,000 (KD 982,500)9, and the net 
profit for the first year was RI 917,000 (KD 68947,36) (NBK, 1953). 
91 KD= 13.3 RI. 
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The NBK was the pioneer of Kuwaiti financial institutions. It was the first national 
financial institution and the first public shareholding company in Kuwait. In the past 
44 years of business, it has built up an exceptional legacy of confidence and 
reliability. Today it is the oldest and biggest Kuwaiti bank enjoying the trust, worthy 
of a bank of its stature. It has maintained its leadership position in Kuwait and the 
Gulf because of its conservative and consistent policy, its stable management, its far 
sighted Board of Directors and its commitment to the balanced development of the 
Kuwaiti economy. 
Domestically, it has built up the largest and most technologically sophisticated branch 
network in the country, bringing banking services to the community through its 35 
branches. Internationally, the NBK has the most widespread network of branches, 
subsidiaries and affiliates of any Kuwaiti financial institution. The NBK has grown 
rapidly throughout the last decade as shown in table 3.17. 
Table 3.17 
NBK's Maior Financial Indicators (in Million KD) 
Year 1980 1989 1991 1992 1993 1994 
Liquid assets 329.87 1,134.02 1,009.27 765.40 901.25 1,151.24 
Investments and deposits 378.41 908.35 1,070.64 1,140.58 1,204.64 1,480.65 
Loans 638.20 1,673.50 780.62 1,025.58 1,086.09 1,248.10 
Fixed assets and other assets 27.46 151.69 68.67 74.64 75.10 90.75 
Total assets 1,373.93 3,867.56 2,293.21 3,006.19 3,267.07 3,970.72 
Deposits 1,288.77 3,576.77 2,569.80 2,594.07 2,809.44 3,491.34 
Borrowing and other liabilities 4.48 17.72 75.85 108.30 131.93 141.55 
Total liabilities 1,293.25 3,594.49 2,645.65 2,702.37 2,941.37 3,632.90 
Share holder's equity 80.68 273.06 285.56 303.83 325.70 337.83 
Total liabilities and equity 1,373.93 3,867.56 2,931.21 3,006.19 3,267.07 3,970.72 
Net profit 12.50 35.00 39.65 40.66 49.94 52.92 
Source: Financial Operating Report, 1980-1994. 
At the end of 1995, the authorised fully paid capital was KD 140.399 million 
($41785550.38)10, the bank's assets were KD 3,871,486 million ($1152231663), 
capital & reserves totalled KD 346,001 million ($102976817.6) and the net profit was 
KD 65.6 million ($19523.872) (NBK, various annual reports). In 1994 NBK 
10 The average value of exchange rate of the Kuwaiti Dinar = US. $297.62 in 1994. 
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received many awards for excellence such as "Best Bank in the Middle East and Best 
Smaller Bank in the World (after the 100 banks)" awarded the by Euromoney 
Magazine. 
NBK continues to fulfil its stated objectives which were declared in the annual report 
over ten years ago in 1986. These objectives are to maintain it's position as a leading 
geographical bank that is qualified to meet the needs of the personal and business 
sectors and to continue it's internationalisation efforts. 
COMMERCIAL BANK OF KUWAIT (CBK) 
The second commercial bank, which was opened in 1960, eight years after the 
opening of the National Bank of Kuwait, is the Commercial Bank of Kuwait. The 
bank is a public shareholding company (KSC), with an authorised capital of KD 1.8 
million. As shown in table 3.18, the Commercial Bank of Kuwait recorded little 
improvement in 1994. Announced Loans in 1994, amounted to KD 123 million, 
which represents an increase of only 6.7 % compared to 1993. The Commercial Bank 
of Kuwait also witnessed a significant decrease in some aspects of its business: total 
assets have decreased by KD 5.2 million, deposits by KD 22 million, and the 
shareholder's equity by KD 2 million since 1993. The decline in the size of the 
balance sheet has resulted mainly from the redemption of government debt bonds. 
The bank incurred a loss of KD 5.7 million in 1994 (see Table 3.18), and a major part 
of this loss was due mainly to the requirement for increased provisions on certain 
assets which had hitherto been sold to the Central Bank under Law 41/93. As a result 
of these losses the sale of these assets was reversed during the course of 1994 (CBK, 
1994). 
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Table 3.18 
Commercial Bank of Kuwait's Major Financial Indicators (in Million KD) 
Year 1980 1989 1991 1992 1993 1994 
Liquid assets 151.57 385.07 105.06 214.62 251.78 241.14 
Investments and deposits 243.46 376.41 1,029.09 957.17 690.41 642.48 
Loans 589.72 1,222.30 187.78 128.47 115.27 123.02 
Fixed assets and other assets 20.87 40.97 31.87 23.33 19.18 17.53 
Total assets 1,005.61 2,024.76 1,353.80 1,323.59 1,076.65 1,024.17 
Deposits 942.27 1,843.73 1,234.82 1,187.53 918.34 896.04 
Borrowing and other liabilities 2.04 21.89 46.04 49.06 57.49 29.69 
Total liabilities 944.31 1,865.62 1,280.85 1,236.58 975.83 925.73 
Share holder's equity 61.31 159.14 72.95 87.01 100.82 98.44 
Total liabilities and equity 1,005.61 2,024.76 1,353.80 1,323.59 1,076.65 1,024.17 
Net profit 7.44 5.20 -86.19 10.13 11.01 -5.72 
Source: Financial Operating Report, 1980-1994. Loss (-). 
Based on the 1995 annual report, the Commercial Bank of Kuwait has made an 
improvement in some areas, for example, total assets have increased by 17 %, and 
share capital has increased by 42 %. After a loss of KD 5.7 million (see Table 3.18), 
the bank reported a profit of KD 8.0 million in 1995 (CBK, 1995). Moreover, during 
1995, the bank's branch network increased to 19 branches, and the bank arranged a 
US $20 million syndicated loan for the Bank of Turkey. 
THE GULF BANK Of KUWAIT (GBK) 
The Gulf Bank is a public shareholding company which was incorporated in 1960 and 
registered as a bank with the Central Bank of Kuwait. The authorised capital has 
increased several time and totalled KD 78.177 million by the end of 1995. The Gulf 
Bank's main objective are to increase shareholder equity as mentioned by the 
chairman of the bank in the annual report and revealed in table 3.19 (GBK, 1994). 
The year 1995 was one of the most successful years in the bank's 34 year history 
(GBK, 1995): total assets were KD 1,453.0 million, the government debt bond had 
been reduced by KD 51.9 million, and the bank's net profit was a record KD 25.5 
million. The bank which believes in finding solutions for social problems, introduced 
a new Home Care Loan in 1995. The bank also financed Kuwait Aqua Park, which is 
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a multi-faceted water ride amusement centre which was opened to the public in 
August 1995. 
Table 3.19 
Gulf Bank's Major Financial Indicators (in Million KD) 
Year 1980 1989 1991 1992 1993 1994 
Liquid assets 223.47 335.66 312.73 370.22 377.28 436.93 
Investments and deposits 411.89 561.22 665.08 614.99 622.59 634.12 
Loans 505.79 986.19 140.27 160.81 237.19 308.21 
Fixed assets and other assets 27.19 58.31 15.16 19.46 12.88 11.11 
Total assets 1,168.33 1,941.38 1,133.24 1,165.47 1,249.94 1,390.36 
Deposits 1,096.66 1,736.25 943.63 986.09 1,061.16 1,176.17 
Borrowing and other liabilities 1.88 3.01 62.68 41.44 38.39 60.26 
Total liabilities 1,098.53 1,739.25 1,006.31 1,027.53 1,099.55 1,236.43 
Share holder's equity 69.80 202.13 126.92 137.94 150.40 153.9411 
Total liabilities and equity 1,168.33 1,941.38 1,133.24 1,165.47 1,249.94 1,390.36 
Net profit 5.82 8.24 -80.29 14.23 17.32 20.99 
Source: Financial Operating Report, 1980-1994 
ALAHLI BANK OF KUWAIT (ABK) 
AlAhli Bank of Kuwait was established by Amiri Decree on the 23 rd May 1967, as 
the fifth national banking institution in the country. The bank is a shareholding 
company incorporated in Kuwait and is registered as a bank with the Central Bank of 
Kuwait. The bank commenced activities on Ist of April 1968, with KD 2 million 
share capital and recorded a net profit of KD 322,000 (ABK, 1968). In October 1986, 
the bank fully acquired AlAhli Bank Ltd. -Dubai and converted it into a full operating 
branch. Consequently, AlAhli bank became the first Kuwaiti bank to have a full 
branch in United Arab Emirates (UAE). AlAhli's major financial indicators between 
1980-1994 can be seen in the following table 3.20. 
"Share holder's equity = Share capital + Reserves 
153,937 = 78,177 + 75,760. 
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Table 3.20 
AlAhli Bank of Kuwait's Major Financial Indicators (in Million KD) 
Year 1980 1989 1991 1992 1993 1994 
Liquid assets 361.18 308.53 87.71 95.12 126.13 230.70 
Investments and deposits 244.14 264.16 1,161.04 1,160.74 740.04 698.70 
Loans 389.40 1,126.21 159.65 126.38 116.95 137.00 
Fixed assets and other assets 26.49 94.68 56.53 52.60 47.62 30.81 
Total assets 1,021.22 1,793.58 1,464.94 1,434.48 1,030.75 1,097.21 
Deposits 953.55 1,633.24 1,288.14 1,294.85 895.50 972.61 
Borrowing and other liabilities 8.29 16.01 81.23 59.51 48.25 36.25 
Total liabilities 961.84 1,649.25 1,369.37 1,354.36 943.75 1,008.85 
Share holder's equity 59.38 144.33 95.56 80.48 87.00 88.36 
Total liabilities and equity 1,021.22 1,793.58 1,464.94 1,434.84 1,030.75 1,097.21 
Net profit 4.03 4.29 -48.99 -15.14 6.82 7.301 
Source: Financial Operating Report, 1980-1994. 
By the end of 1994, the capital of the bank exceeded KD 80 million, a forty fold 
increase since its creation, and net profit was KD 7.3 million. Further more, the bank 
has recently introduced the "Golden Line" a telephone delivery channel which 
incorporates a wide range of banking services (ABK, 1994). The bank has also 
increased the number of its domestic branches to ten and has opened two 
representative offices in London and Beijing. 
BANK OF KUWAIT AND THE MIDDLE EAST (BKME) 
Bank of Kuwait and The Middle East is a public company which was incorporated in 
1971, with an authorised capital of KD 2 million, to carry out all banking activities. 
The bank, which is registered with the Central Bank of Kuwait, has had a number of 
financial fluctuations as shown in table 3.21. 
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Table 3.21 
BKME's Major Financial Indicators (in Million KD) 
Year 1980 1989 1991 1992 1993 1994 
Liquid assets 163.32 193.70 148.71 114.94 124.68 138.80 
Investments and deposits 80.35 243.92 605.83 618.95 525.67 492.05 
Loans 293.81 653.11 51.79 104.04 116.12 197.29 
Fixed assets and other assets 12.98 31.03 33.10 23.91 14.96 16.85 
Total assets 550.45 1,121.77 839.44 861.84 781.43 845.00 
Deposits 518.97 986.31 759.91 774.86 692.76 763.00 
Borrowing and other liabilities 0.96 3.23 13.09 19.04 20.39 12.20 
Total liabilities 519.33 989.55 773.00 793.90 713.15 775.20 
Share holder's equity 30.52 132.22 66.44 67.93 68.28 69.79 
Total liabilities and equity 550.45 1,121.77 839.44 861.84 781.43 845.00 
Net profit 3.34 8.03 -65.78 1.49 3.77 2.00 
Source: Financial Operating Report, 1980-1994. 
BKME has tried to position itself as a middle-sized banking institution meeting 
market standards on capital adequacy and profitability. Capital has increased several 
times and reached KD 49.5 million by the end of 1994. Several new facilities have 
been introduced, such as an on-line electronic customer signature capture and 
verification system and a system for standing orders and fixed deposits (BKME, 
1994). The Affiliates of the bank are: Bank of Bahrain & Kuwait (Bahrain), Banque 
Internationale Arabe de Tunisie (Tunis), Kuwait Re-Insurance Co. (Kuwait), The 
Industrial Bank of Kuwait (Kuwait), Moroccan Kuwait Development (Casablanca), 
United Bank of Kuwait Ltd. (London), Securities Group (Kuwait), and Pearl of 
Kuwait Investment (Kuwait). The Kuwait & The Middle East Financial Investment 
Co. is also a subsidiary of BKME. The bank has 11 local branches, and two 
representative offices, one in New York, and the other in London. 
BURGAN BANK (BB) 
Burgan Bank is a public shareholding company which was incorporated in the State of 
Kuwait by the Law Decree dated December, 1975, with an authorised fully paid 
capital of KD 10 million which was increased to KD 68.8 million in 1994. Like the 
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other commercial banks BB is registered as a bank with the Central Bank of Kuwait. 
The major financial indicators are shown in table 3.22. 
Table 3.22 
BB's Major Financial Indicators (in Million KD) 
Year 1980 1989 1991 1992 1993 1994 
Liquid assets 43.78 188.32 147.95 145.36 194.52 131.39 
Investments and deposits 106.83 466.86 601.99 580.17 424.56 540.38 
Loans 246.94 634.05 107.02 129.21 117.63 154.50 
Fixed assets and other assets 11.67 108.34 36.88 34.44 34.46 34.55 
Total assets 409.23 1,397.58 893.84 889.18 771.18 860.82 
Deposits 380.93 1,230.06 753.37 735.86 616.53 709.61 
Borrowing and other liabilities 1.40 2.44 15.69 16.77 12.91 10.71 
Total liabilities 382.33 1,232.50 769.07 752.63 629.44 720.31 
Share holder's equity 26.91 165.08 124.77 136.54 141.74 140.51 
Total liabilities and equity 409.23 1,397.58 893.84 889.18 771.18 860.82 
Net profit 1.89 6.13 - 40.31 11.77 5.18 4.27 
Source: Financial Operating Report, 1980-1994. 
From the above table it is clear that by the end of 1994, BB had achieved some 
progress in its activities: for instance, cash credit facilities granted and utilised by 
their clients reached KD 154.5 million, and the bank realised profits of over KD 4 
million. In 1993, however there was a decrease of 8.7 % in the shareholder's equity. 
To keep abreast with the latest banking technology, the bank's ATM machines were 
linked to the K-NET system, and it also introduced a Tele-banking system. BB also 
has a wide geographical spread of assets and liabilities as shown in table 3.23. 
Table 3.23 
BB: Geographical concentrations of Assets and Liabilities 
Country 
Assets 
KD 000 
Percentage 
Liabilities 
000 
Percentage 
Middle East 739,474 85.90 825,935 95.95 
Europe 28.338 3.29 25,063 2.91 
USA 8.925 1.04 6,689 0.78 
Rest of World 84.087 9.77 3,137 0.36 
Total 860,824 100% 860,824 100% 
Source: BB, annual report, 1994. 
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However, most of its assets are located in the Middle East (85.9 %). The bank has 
nine local branches and one representative office in London and hopes, in the near 
future, to provide a brokerage service for importers and exporters (BB, 1994). 
BRANCH OF BANK OF BAHRAIN AND KUWAIT (Branch BBK) 
The main head office for branch of Bank of Bahrain and Kuwait (BBK) is located in 
Bahrain, and the Bank has 21 branches most of which are located in Bahrain. BBK is 
the only foreign bank that operates in Kuwait. BBK is a public shareholding 
company, which was incorporated in the State of Bahrain by an Amiri Decree in 
March 1971. The bank operates in Bahrain under a banking licence issued by the 
Bahrain Monetary Agency (BMA) and is covered by its deposit protection scheme. 
The overseas branches operate under the laws of their respective countries. By the 
end of 1973, BBK increased its capital from KD I million to KD 2 million, and also 
helped to establish a bank in Oman which was later called Bank of Oman, Bahrain & 
Kuwait. The financial highlights of the bank for the last five years are presented in 
table 3.24. 
Table 3.24 
BBK- Financial Hivilliehts (Amounts in Bahrain Dinar Million) 
1990 1991 1992 1993 1994 
Income and Expenses 
Total Income 55.1 60.4 44.7 44.5 45.8 
Total Expenses 80.6 51.3 35.6 34.4 38.3 
Net Income -25.5 9.1 9.1 
10.1 7.5 
Dividend - - - 
10% 10% 
Financial Position 
Total Assets 719 603 644 646 659 
Net Loans 327 176 219 262 294 
Investments 186 293 312 263 224 
Deposits 644 535 566 557 565 
Shareholders' Funds 50 59 68 72 74 
Key Ratios 
Income Per Share (BD) -0.463 0.164 0.160 0.177 
0.132 
Return on Shareholders' Funds - 40.4% 16.5% 14.3% 13.9% 
10.2% 
Yield on Assets -3.6% 1.4% 1.5% 1.6% 
1.1% 
Liquid Assets -0.39 0.39 0.37 0.42 
0.36 
Source: Bank of Bahrain and Kuwait, annual rcport, 1994. 
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Although the authorised capital of the Bank is BD 100 million, the fully paid issued 
share capital was BD 56.9 million at the end of 1994. The shareholders of the bank 
are: Citizens of the State of Bahrain (18.39 %), the Pension Fund Commission (17.76 
%), the General Organisation for Social Insurance (13.85 %), The National Bank of 
Kuwait (6.75 %), AlAhli Bank of Kuwait (6.75 %), The Commercial Bank of Kuwait 
(6.75 %), The Gulf Bank (6.75 %), The Bank of Kuwait & the Middle East (6.75 %), 
Burgan Bank (6.75 %), Government of Kuwait-Kuwait Investment Authority (3.75 
%), Kuwait Investment Co. (3.75 %), and the Kuwait International Investment Co. 
(2.00 %). The geographical distribution of the bank's total assets which totalled 
Bahraini Dinar (BD) 659 million by the end of 1994 are: Middle East (74 %), Asia 
(16 %), Europe (6 %), and others (4 %). 
The 25.6 % reduction in net profit in 1994 compared with 1993, was due to the lower 
income from the Kuwait operations. A number of factors were responsible for this 
low income: the first was the withdrawal, in May 1993, of BD 60 million deposits 
which were provided by the Central Bank of Kuwait at a low rate of interest, second, 
the interest rate fixed for the government's settlement bonds was reduced from 5 
percent in the first half of the-year to 4.875 percent in the second half, at a time when 
the cost of funding in Kuwaiti Dinars was going up. The third factor, was the impact 
of the local share investment portfolio of the branch which was valued at a much 
lower value compared to that prevailing at the end of the year (BBK, 1994). 
The bank of Bahrain has found it increasingly difficult to support the branch in 
Kuwait and withdrew its support for deposits as early as May 1993. This was caused 
by the reduction in interest rates, on the government settlement bonds. Another 
reason for the withdrawal of support was the decrease in of the local shares investment 
portfolio of the branch in 1994 (BBK, 1994). BBK also has a conditional or 
contingent asset in the form of a claim submitted for losses suffered as a result of the 
Iraqi invasion of Kuwait. 
Among the major accomplishments of the bank in 1994 has been its role in being the 
first Bank in Bahrain to successfully manage, launch and market two bond issues for 
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local corporate clients. During the same period it also created the first guaranteed 
investment fund, and introduced "Foncard", a value-added service, which was 
introduced to the traveller section of its customer card base. Finally, BBK introduced 
the first ATM link (Emirates Bank International Link) within the Gulf countries in 
1994. This link allows BBK ATM card holders access to cash withdrawals from 
Emirates Bank International (EBI) and Middle East Bank (MEB), and it also offers 
EBI and MEB customers access to cash withdrawals from BBK's ATMs in Bahrain. 
Summary of banking activities in Kuwait 
To provide an overall picture of commercial bank activity within the Kuwait 
Economy, an aggregate balance sheet for all commercial banks for the last five years 
(excluding the Branch of Bank of Bahrain & Kuwait) is shown in table 3.25. 
Table 3.25 
All Kuwaiti Commercial Banks Major Financial Indicators (in Million KD) 
Year 1980 1989 1991 1992 1993 1994 
Liquid assets 1,273.18 2,545.31 1,811.44 1,705.65 1,975.65 2,330.20 
Investments and deposits 1,465.08 2,820.92 5,135.67 5,072.60 4,207.91 4,488.37 
Loans 2,663.86 6,295.36 1,427.13 1,674.48 1,789.25 2,168.12 
Fixed assets and other assets 126.65 485.03 242.21 228.37 204.20 201.60 
Total assets 5,528.77 12,146.62 8,616.45 8,681.10 8,177.02 9,188.29 
Deposits 5,181.14 11,006.37 7,549.67 7,573.52 6,993.72 8,008.76 
Borrowing and other liabilities 19.04 64.30 294.58 294.12 309.36 290.66 
Total liabilities 5,200.18 11,070.67 7,844.24 7,867.37 7,303.09 8,299.42 
Share holder's equity 328.59 1,075.95 772.21 813.73 873.93 888.87 
Total liabilities and equity 5,528.77 12,146.62 8,616.45 8,681.10 8,177.02 2,188.29 
Net profit 35.11 66.89 -281.90 63.15 94.05 81.36 
Source: Financial Operating Report, 1980-1994. 
After reviewing all of the commercial banks, it should be noted that there is little 
effective competition between them. There is little obvious attempt, for example, by 
any one bank to provide a better service to attract clients, with perhaps the exception 
of NBK. Each bank has its own, loyal customer base, based on ties of friendship and 
relationships with the leading shareholders, Despite its mask of modernity, Kuwait 
remains a basically tribal society, with strong family and kinship loyalties, and this is 
reflected in the financial sector (Presley & Wilson, 1991). 
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By the end of 1994, the total assets of all banks active in Kuwait exceeded KD 98 
million, total deposits were in excess of KD 80 million, net profits were more than 
KD 90 million, and the banks in aggregate had improved significantly in the period 
under consideration (see Table 3.26). 
Table 3.26 
All Kuwaiti Banks12 Major Financial Indicators (in million KD) 
Year 1980 1989 1991 1992 1993 1994 
Liquid assets 1,365.86 2,678.33 1,956.20 1,885.25 2,153.56 2,508.64 
Investments and deposits 1,744.80 3,121.11 5,659.88 5,584.93 4,609.45 4,868.96 
Loans 3,005.05 6,848.46 1,462.71 1,716.11 1,857.77 2,271.05 
Fixed assets and other assets 157.25 526.73 265.25 249.46 221.48 218.83 
Total assets 6,272.96 13,174.64 9,348.05 9,435.75 8,842.25 9,867.48 
Deposits 5,704.46 11,697.30 7,958.43 7,990.25 7,304.26 8,307.39 
Borrowing and other liabilities 182.25 275.22 500.77 515.59 535.81 538.03 
Total liabilities 5,886.71 11,972.53 8,459.20 8,505.84 7,840.07 8,845.42 
Share holder's equity 386.25 1,202.11 888.84 929.91 1,002.18 1,022.06 
Total liabilities and equity 6,272.96 13,174.64 9,348.05 9,435.75 8,842.25 9,867.48 
Net profit 
=::: 
ý 
41.87 75.84 -290.43 64.09 109.51 90.69 
Source: Financial Operating Report, 1980-1994. 
3.2.3 CENTRAL BANK OF KUWAIT 
Before writing about the Central Bank of Kuwait, it is appropriate to refer back to the 
beginning of central banking, which effectively started with the establishment of the 
Bank of England in 1694. The Bank of Sweden, however, which was established in 
1656, was the first bank in the world to be authorised by the State to issue currency. 
Central banks were established to protect the monetary interests and the banking 
systems of their respective countries and to promote international co-operation (Al- 
Sabah, 1995). Following the independence of Kuwait and the establishment of the 
Kuwait Currency Board (KCB) in 1960 and the introduction of the Kuwaiti dinar on 
April 1 1961, the Central Bank was established on June 30 1968, in accordance with 
Law No. 32 to issue and manage the currency and to organise the business of banking 
in Kuwait. The statute of the Central Bank defined the Bank as "a public institution, 
having an independent juristic personality" (Article 13), and, "the Bank shall be 
considered as a merchant in its relations with other parties, and its operations and 
accounts shall be conducted and organised in accordance with commercial banking 
'2Except Central Bank, C/SB, KFH, and Branch of BBK. 
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rules" (Article 14). It is noteworthy that the term `independent` was meant to explain 
that the Central Bank has a separate budget that is not linked to the government's 
budget for reporting and parliamentary purposes (Al-Naqi, 1991). 
The objectives of the Central Bank of Kuwait as contained in Article 15 of Law No. 
32 1968, can be summarised as follows (State of Kuwait, 1994): 
-to exercise currency issuance on behalf of the state; 
-to secure the stability of the Kuwaiti currency and facilitate its free convertibility into 
foreign currencies; 
-to direct credit policy in a manner that assists social and economic progress; 
-to control the banking system in the State of Kuwait; 
-to serve as banker to the Government. 
-to render financial advice to the government. 
In October 1977, some articles of the law became inappropriate as a result of changes 
in the economy and developments in the financial sector and this made it essential for 
more power to be given to the Central Bank. New provisions were accordingly added, 
especially those concerning the inspection of banks and institutions, however, 
although the objectives of the Central Bank remained largely unchanged. 
The Central Bank fulfils its central bank role in a number of ways (Al-Sabah, 1989): 
a-Commercial banks have to deposit a specified ratio (The Legal Reserve Ratio) of 
their deposits with the Central Bank. 
b-Absorbs the surplus liquidity, which commercial banks typically enjoy in boom 
periods, by selling securities to those banks and vice versa in times of recession. 
c-Controls and influence interests rates, on loans to commercial banks according to its 
economic objectives. 
d-Intervenes through qualitative measures to direct credit to designated areas and 
sectors by imposing credit margins or by prohibiting the financing of certain 
activities. 
e-Uses "Moral Persuasion" to fine tune policy. This approach needs mutual 
understanding between the banks and the Central Bank to be effective. 
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Article (18) of the Bank Law states that the management of the Central Bank shall be 
carried out by a board of directors composed of. the Governor13, who shall be the 
Chairman of the Board; the Deputy Governor; a representative of the Ministry of 
Finance; a representative of the Ministry of Commerce and Industry; and four other 
members, provided that all members of the Board shall be Kuwaitis. 
The Central Bank of Kuwait is, therefore, at the head of the financial pyramid, with 
comprehensive economic and developmental objectives granted to it by statute. 
Central Bank of Kuwait supervises different financial institutions including seven 
commercial banks, three specialised banks, twenty four investment companies, and six 
exchange companies (Figure 3.1). Article 72 of Law No. 32 1968, authorises the 
Central Bank of Kuwait board of directors to set rules and regulations that must be 
adhered to by all banks in order to ensure adequate liquidity and capital within the 
banking system. 
The Central Bank of Kuwait started its operations in 1969 with an initial capital of 
KD 2 million, which was later increased to KD 5 million in 1977 (it remained at that 
level until 1995) (Central Bank of Kuwait, 1994/95). The share capital was paid by 
the government, and the general reserve of KD 25 M was built up from net profits 
(Central Bank of Kuwait, 1977). The balance sheet of the Central Bank for the period 
1970-1995 is next reviewed in order to emphasise the importance of its role in the 
financial market. During this period table 3.27 shows that total assets increased from 
KD 72.9 to over KD 1300 million. 
13The first Governor of Central Bank was Hamza Abbas, Source: Fallon, Nicholas, Middle East Oil 
Money and its Future Expenditure, Graham & Trotman Ltd, United Kingdom, 1975. 
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Table 3.27 
Central Bank- Assets and Liabilities Growth (Million Dinars) 
Years 
Total assets & 
Liabilities Years 
Total assets & 
Liabilities 
1970 72.9 1983 1923.9 
1971 98.9 1984 2007.0 
1972 122.1 1985 2098.0 
1973 151.9 1986 1811.9 
1974 398.0 1987 2079.2 
1975 499.9 1988 1437.6 
1976 554.2 1989 1026.3 
1977 843.8 1990 1385.3 
1978 738.1 1991 1419.5 
1979 1014.3 1992 1298.2 
1980 1424.1 1993 1486.6 
1981 1479.4 1994 1298.8 
1982 2039.6 1995 1323.2 
Source: Central Bank of Kuwait, The Kuwaiti economy in ten years, 1969-1979, 
The Kuwaiti Economy, 1980-1984, and Annual Report from 1985-1995. 
The Central Bank of Kuwait steady growth rate was adversely affected by low oil 
prices in the year 1988/89 and this lead to a sharp decline in total assets (see Table 
2.16). The bank's financial statements for the last seven years 1989 to 1995, 
nevertheless, indicate significant growth. For example: cash, current and call 
accounts in foreign currency with banks and financial institution increased, especially 
in 1995. Investments and deposits in foreign currency increased throughout the period 
except for 1995. Profits stayed at around KD 50 M, and total assets remained fairly 
stable as shown in tables 3.28 and 3.29. However, there is a marked decline in the 
importance of gold following the Iraqi invasion of Kuwait in 1990, when gold 
equivalent to KD 16.2 million was looted by the Iraqi troops, and then returned the 
following year (Central Bank of Kuwait, 1994). The decline in the deposits, loans and 
current accounts with local banks and financial institutions is accounted for by the fact 
that in 1994, deposits totalling KD 4.3 million were held against letters of credit 
(Central Bank of Kuwait, 1995). (In the following year deposits of KD 4.5 million 
were held against letters of credit. ) (Central Bank of Kuwait, 1996). Cash, and current 
call accounts in foreign currency with banks and financial institutions decreased four 
fold in 1994, compared with 1993, but in 1995, the position was rectified. However, 
investments and deposits in foreign currency in 1995 have decreased by 16 % 
compared to 1994. Finally, the special account increased in 1995 by KD 607.7 
Chapter Three: The Kuwaiti Banking System (1970-1990s) An Overview 
million compared with 1994. This increase was due to the influx of foreign currencies 
from KD 3.65 million in 1994 to KD 60.77 million in 1995 (Central Bank of Kuwait, 
1996). 
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During 1994 the Central Bank declared a series of control measures and regulations 
aimed at keeping the supervisory regime in Kuwait in line with international practice. 
Banks consequently faced new rules with respect to capital adequacy, loan 
concentrations and credit and investment policies (BKME, 1994). The Central Bank 
will provide the monetary and supervisory framework for stability and competition, 
but the banks and financial institutions will now have to prove their ability to adapt 
and compete (Al-Sabah, 1992). 
3.3 CONCLUSION 
The Kuwaiti banking system is supervised by the Central Bank of Kuwait, whose 
authority covers all seven commercial banks operating in Kuwait, in addition to two 
specialised banks, twenty four investment companies and about twenty six exchange 
companies. The Ministry of Finance supervises the Kuwait Finance House, Kuwait's 
only Islamic bank, although this institution follows central bank practices on issues 
relating to loan provisions. Kuwait has six locally incorporated commercial banks, 
which are 100 percent Kuwaiti owned, and a branch of a foreign bank which is 50 
percent Kuwaiti owned (Bank of Bahrain and Kuwait). This is an exception, as no 
other foreign owned banks have been allowed to set up a branch operation in Kuwait 
(NBK, 1995). 
The banking system is impeded by the effects of $19 billions in bad debts stemming 
partly from the 1982 crash of the stock exchange (Al-Manakh Market) and partly from 
the losses relating to the Iraqi invasion in 1990. The government bought the debt 
from the banks and the investment companies in return for a bond issue which was the 
first stage of a solution to the debt problem (Http, 1995). 
Kuwait's banking sector is the third largest in the GCC, after Saudi Arabia and the 
UAE. At the end of 1993 assets were $ 26.3 billion. This represented 15.5 % of the 
GCC total compared to Kuwait's position in 1983 when Kuwait's accounted for 
approximately 34 % of total GCC bank assets (Http, 1995). The Central Bank of 
Kuwait has no doubt that the time has now come to restructure the banking and 
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financial system in Kuwait by means of mergers, which will help the banking and 
financial institutions to preserve their creditworthiness, liquidity and profitability, as 
well as accommodate their ambitions, both domestically and internationally (Al- 
Sabah, 1992). In the following chapter a comprehensive review of the financial 
performance of the commercial banks will be provided, with the exception of the 
branch of the Bank of Bahrain and Kuwait, and two specialised banks namely Kuwait 
Real Estate Bank and the Kuwait Industrial Bank. 
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CHAPTER FOUR 
BANK FINANCIAL PERFORMANCE: 
A CASE STUDY OF THE KUWAITI BANKS 
4.0 INTRODUCTION 
There is no doubt that the financial performance of a bank, can provide an insight into 
its importance within the financial system. Most companies and banks use financial 
performance as a key to reflect their strengths and weaknesses. There are, of course, a 
number of ways to assess financial performance using financial ratios to analyse a 
balance sheet or income statement. 
This chapter is intended to review the financial performance of the Kuwaiti banks 
from 1992 to 1994. The reasons for choosing this period are that most of the financial 
institutions changed radically during the period before 1992, especially, after the Iraqi 
invasion in 1990. The use of old data could, therefore, be misleading for depicting the 
future. This is a very important consideration for the next chapter, which is concerned 
with the management performance of Kuwaiti banks. 
This chapter is divided into four major parts: section 4.1 reveals the importance of 
measuring the performance of banks; section 4.2 reviews the background to the bank's 
financial performance and; section 4.3 presents the financial performance of the 
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Kuwaiti banks. The financial performance of the Kuwaiti banks is evaluated by a 
number of different financial ratios, which are used to analysis income and 
expenditure etc. Section 4.4 uses comparative statistics to gauge the financial 
performance of each Kuwaiti bank. Finally, section 4.5 uses a number of different 
methods for ranking the Kuwaiti banks. 
4.1 THE IMPORTANCE OF PERFORMANCE EVALUATION 
Without any kind of measurement technique, you would not know if you had hit the 
target, or why you had missed it. In fact, even informal evaluations, such as soft 
sounding or unwanted comments are far better than no measurement at all (Barger, 
1995). 
One could argue that it is impossible to manage a service if it is not measured. 
Performance measurement, however, costs money and it needs to be planned and 
properly researched. Although, performance measurement should be a 
straightforward process, it can be difficult to ascertain exactly what should be 
measured, but if a bank intends planning for tomorrow, it should measure today 
(Gyrus Systems, 1995). Jacquillat, and Grandin (1994) have stated that financial 
performance measures not only inform us about the current financial position, but also 
provide us with an insight into the future. 
Performance characteristics would typically include timeliness (identifying problems 
before they become problems), accuracy (getting things right first time), standards 
(association with best practice), and audit-ability (being able to track the reasons for 
actions taken) (The Government Centre, 1993). Every institution will need to set its 
goals, and these will be dependent on a variety of factors that will be discussed later. 
The value of bank performance measures can be summarised as follows: they provide 
management with the ability to more readily identify strengths and weaknesses. 
Tracking changes in performance over time also helps a bank evaluate the success of 
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its strategies in meeting specific targets and, therefore, allows it to react with greater 
speed when adjustments are indicated. The ultimate objective of these measures is to 
enable the bank to adopt the right strategy and so produce the right results. 
Considering expenditure and productivity data, a bank can take the correct measures 
to improve efficiency and be more in line with high performing competitor banks 
(Matzko & Wingfield, 1995). Effective performance evaluation also needs to have 
clear objectives because without them there is no benchmark against which to 
compare actual results. 
4.2 FINANCIAL PERFORMANCE EVALUATION TOOLS IN 
THE BANKING INDUSTRY 
The word "performance" is a noun, which means the way in which someone does his 
work or job, while, "company's performance" is a way of judging whether a 
company's results are good or bad (Collin, 1993). The Government Centre for 
Information Systems defines performance measurement as "a means of establishing 
how well a service is performing by comparing actual performance with planned 
targets". 
To measure performance, there are at least two distinctive approaches. The first 
approach uses a single financial indicator while the other approach uses multiple non 
financial indicators. Advocates of the single indicator approach support their 
technique on the following grounds: it's a relatively simple method of performance 
measurement, multiple indicators of performance, on the other hand, are difficult to 
design, and can lead to ranking among indicators. Advocates of multiple indicators, 
in support of their approach, (see the National Association of Accountants (NAA)) 
argue that non financial measures can better supply the diagnostic function of 
performance measurement, and because they measure production directly, they are 
able to predict the direction of future cash flows more accurately (Lothian, 1987). 
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(Tbor, 1995) mentioned in his article that in order to judge how well an organisation 
is functioning, its managers must not limit their focus to just one indicator, one 
process, or one measure of success, but rather must utilise an entire "family" of 
measures. The characteristics of these family measures are that they must be: 
appropriate to the strategic plan and expressed in a language that is readily 
understood; well communicated within the organisation; consist of enough measures 
to ensure completeness but not so many that the organisation loses its focus; 
technically sound or proven; reviewed frequently or as often as is necessary; provide 
information on levels and trends, and, finally, be consistent with the rewards, 
recognition, and management style of the organisation. Measurements can be divided 
into three broad categories within the organisation as shown in figure 4.1. 
Figure 4.1 
Measurement by nature and organisation level 
Courtis (1978), deals with the financial analysis of firms from a theoretical 
perspective and attempts to model financial ratios into categories that allow the 
analysts to adapt a more systematic and comprehensive approach to financial ratio 
analysis. He examined a wide range of literature, and identified the most "useful" and 
the most often used ratios in financial analysis. He accordingly classified financial 
analysis into three broad areas: profitability, solvency and managerial performance. 
The first two categories are fairly normal areas of consideration while the third has 
been given different degrees of attention in the literature. Each category was divided 
into sub-categories that reflect specific areas for analysis and consideration. Figure 4.2 
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represents a synopsis of Courtis categories and sub-categories, while tables 4.1,4.2 
and 4.3 lists the financial ratios most frequently used in each of the different 
categories. 
Figure 4.2 
Financial Ratios Categorical Framework 
Return on Investment 
profitability 
profit Margin Capital Turnover 
Financial 
Analysis Credit Policy 
of an Managerial Inventory 
Entity's Performance Administration 
Financial Asset-Equity Structure 
short-term 
Solvency Cash 
long-term Flow 
Source: Courtis (1978) 
The defined sub-categories under profitability, namely, return on investment, profit 
margin and capital turnover, represents the interaction of activity ratios in determining 
profitability. Managerial performance's sub-groupings represent the management of 
credit to customers and suppliers (credit policy), inventory management and cost 
control (administration) and "capitalisation-trading" equilibrium (the asset-equity 
structure). The final category, solvency is divided into short and long term and, 
therefore, makes the distinction between illiquidity and insolvency. 
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Financial Ratios found to be useful in Predictive Studies 
Financial Ratios Classified According to Categorical Framework 
Table 4.1 
I-Profitability 
Return on Investment Profit Margin Capital Turnover 
- Net income to total assets -Net income to assets - Sales to total assets 
- Net income to net worth - Sales to net worth 
- Net income to working capital - Sales to working capital 
- EBIT to total assets - Sales to fixed assets 
- EPS to price per share 
Source: Courtis, 1978 
Table 4.2 
II-Managerial Performance 
Inventory Asset-Equity Structure 
- Sales to inventory - Debt to total debt 
- Inventory to current assets - Working capital to net worth 
- Current liabilities to inventory - Retained earrings to total assets 
Source: Courtis, 1978 
Table 4.3 
III-Solvency 
Short-term liquidity Long-term Liquidity Cash Flow 
- Current assets to current - Total debt to net worth - Cash flow to total debt 
liabilities - Net worth to fixed assets - Annual funds flow to 
- Current liabilities to net worth - EBIT to interest current liabilities 
- Working capital to total assets - Total debt to total assets - Cash flow per 
- Length of credit interval - Market value of equity to book ordinary share 
value of total debt 
Source: Courtis, 1978 
Clemens and Dyer (1986) categorise financial ratios into five broad groups. The first 
group relates to balance sheet ratios that consist of liability, asset, and asset-liability 
ratios. The second group is concerned with profit and loss account ratios and includes 
gross profit, net profit, and expenditure/sales ratios. The third group focuses on 
balance sheet/profit and loss account ratios and includes the rate of stock turnover (or 
stock/cost of sales), creditors/purchases ratio, debtors/sales, stock/sales, working 
capital/sales, return on net assets ratios etc. The fourth group is concerned with 
lending ratios that relate to capital and interest gearing and, the fifth group focuses on 
investment ratios, such as the return on equity, earning per share, the price/earning 
ratio, the dividend yield, dividend cover, the debt ratio, and interest cover. 
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(Schiff, 1993) provided empirical evidence to criticise management accountings 
extreme use of financial measures and its failure to incorporate other measures of 
operating performance. Their work also provided evidence that showed that different 
measures are important for different types of decision making, and that users do not 
always understand the importance of using specific measures for specific purposes. 
There are many additional measures of performance relating to profitability, market 
share, shareholder value, acquisitive growth, and others (satisfying: shareholders, 
managers, customers, employees, and creditors). In general though, there are two 
commonly recognised measures for measuring performance: profitability and market 
share. Western companies tend to over-focus on profitability as a measure of 
performance. Consequently, profitability systems are regarded as a useful tool for 
production management, but in order to be meaningful there is a need to analyse 
profitability by business line, individual product, and customer (Karr et al, 1995). On 
the other hand, Japanese companies have multiple goals that give equal weighting to 
market share, profitability and innovation (Doyle, 1994). When, Western companies 
focus on short run profits, manager's are in a sense trading-off the interests of 
shareholders, employees, customers, and the firm's long run goals, whereas, Japanese 
companies adopt a more balanced approach. 
Performance measures should be chosen which provide useful information for control 
purposes. A measure should therefore, tell us something about the ability of the 
company to achieve set targets. Unfortunately, this is often not done and careless 
choice of measures can lead to false analysis and unsuitable action. One could 
suggest, that we can judge the financial performance of a company or a bank by just 
one figure based on a chosen performance measure (i. e. "profit"), but without any sort 
of comparison, this measure is useless, therefore, financial analysis is essentially 
about relativity and comparison. Ratio Analysis is a technique which introduces 
relativity and makes comparisons possible, but this is only possible when the figures 
are expressed as percentages or ratios. As a consequence financial analysis is not an 
exact science and there are many difficulties of measurement and interpretation. 
Moreover, a great many ratios can be computed, as shown in figure 4.3, but caution 
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must be exercised. Ratios can often hide information, by aggregation, for example, 
but if ratios are used carefully it should be possible to determine precisely which areas 
of activity require managerial attention (Wilson & McHugh, 1996). In essence, a 
good performance is not about abnormal achievement based on one or two measures, 
but rather is about gaining satisfactory results as gauged by a comprehensive set of 
measures, which may partly compete and conflict with others over time. At the end 
regardless of what measurements the bank may use, the measurements must be well 
documented. 
Since they were first used in the late 19th century analysts have developed various 
financial ratios that are widely applied by practitioners and academics (Giacomino & 
Mielke, 1993). Nevertheless there are some problems connected with the use of 
financial ratios such as the reliability and limitations of the data, the inter-relationship 
between the financial ratios, and the correct use of percentage ratios (Tamari, 1987). 
Although ratios as a performance measurement are broadly used in and out of 
business circles, they are only as good as the data on which they are based (Lang & 
Edans, 1994). They are not very good at the extremes, and a ratio of infinity or zero 
could occur. There is simply no limit to the number of ratios that can be used to 
measure the relative health or strength of an organisation, or to compare that 
organisation with another (ASAE, 1994). 
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4.3 THE FINANCIAL PERFORMANCE OF KUWAITI BANKS 
The Accounting Standards Board believes that the performance of a composite 
organisation such as a bank, for example, cannot be summarised in a single number, 
(Eibeck, 1992) such as return on investment, profit before tax or earnings per share 
etc. "Goodbye to single performance indicators, stated by Goodhead, and Eilbeck 
(1992). " Direct measurement of bank performance is generally recognised as being 
unattainable. Instead, analysts have generally turned to financial ratio analysis 
(performance indicators)' as a substitute measure for bank performance. A review of 
the literature obviously indicates the acceptance of ratio analysis. However, such a 
review also reveals the lack of agreement among bankers and analysts concerning the 
best financial ratios. There are many financial ratios that can be calculated to measure 
performance. For example, Shay (1995) identified a variety of financial ratios that 
can be used to measure the financial performance of a bank. For instance: return on 
equity (ROE), return on average assets (ROAA), capital to assets ratio, the equity 
multiplier (which is the relationship between ROAA and ROE), net interest margin, 
yield on earning assets, cost of funds, non interest income, and operating expenses. 
For the purposes of this study, however, the ratios were based on those identified as 
meaningful in previous banking studies (Boorman, 1973; Klisten, 1971; Leavy, 1969; 
Meyer and Pifer, 1970; Suthn and Van Wicklen, 1972; and Sinkey, 1975) and to some 
popular ratios found in the non-banking literature (Altman, 1968 and 1973, and 
Beaver, 1966). These ratios are intended to measure performance in five areas which 
are critical to overall bank performance: growth, profitability, asset composition, loan 
yield, and capital adequacy (Shick and Verbrugge, 1975; Fisher, 1961; Lawrence, 
1966; Mcleary, 1968; Piper, 1971; Smith, 1971; and Talley, 1971). Sapp (1978) in 
addressing the same five areas used the following indicators (ratios) of bank 
performance: deposit growth for measuring growth; net income as a percentage of 
total assets, and net income as a percentage of equity for measuring profitability; cash 
assets as a percentage of total assets, total loans as a percentage of total assets and 
'Performance indicators are substitute measures, which, are used where performance is not directly 
measurable or can only be measured at excessive cost. 
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earning assets as a percentage of total assets, for measuring asset composition; interest 
as a percentage of total loans for measuring yield on loans; and total capital as a 
percentage of risk assets for measuring capital adequacy. 
Choices have, to be made and this process involves not only deciding which ratios to 
use but which other companies or banks will form a meaningful comparison or 
benchmark. In this study more than one way of comparing Kuwaiti banks will be 
used. For example, the Kuwaiti banks will be compared with each other and the other 
GCC banks. It must be stressed that care must be taken when making such 
comparisons, to ensure that the entities being compared are comparable. For example, 
a bank can and should gain valuable information by comparing itself with other 
entities that are similar in size, location, exempt status, etc. For these sorts of reasons, 
KFH, S/C bank, and branch BBK, were excluded from the study. 
Later in the study, the Kuwaiti banks will be ranked according to their performance 
measures. One may rank observations according to size and allocate numbers (called 
ranks) that accord to their positions in the ordering (Kendall, 1970). One generally 
ranks from least to greatest, when ranking N observations, the integers 1,2, ..., N are 
the ranks. The rank of X ;, among observations X1,..., X,,, is equal to 1= (the number 
of X's that are less than X; ) (Hollander & Wolfe, 1973). One can always value a set 
of observations according to some criteria and then rank them on a scale in 
accordance with there values. 
Rank techniques are statistical procedures that are based only on the relative position 
of the observations in the sample. Suppose ZDZ 22 ..., Z. are the random variables 
and are re-arranged in ascending order of magnitude, Zl <Z2<... <N. If Zj is the 
smallest in the sample, i. e. j=i, then the rank of Zj can be defined by the function 
r(Zj) = i. Thus, rank order statistics involve the ranking of the ordered observations 
only, not their "actual" values. Rank techniques, nevertheless, require the actual 
values of the observations, to obtain the rank of the observations (Acar, 1985). The 
main disadvantage with rank order statistics, therefore, is that they only provide us 
with consecutive structures. A ranking may therefore be regarded as only providing 
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limited information because it dose not tell us how close the observations are to each 
other on the scale. Rank techniques are not, therefore, considered the best theoretical 
choice in making statistical deductions, but their use is acceptable for analysing 
samples from a population where the assumption of normality does not necessarily 
apply. Another advantage of rank techniques is their robustness: in particular they 
are insensitive to outliers. Most of the rank techniques are also quick and simple to 
apply. Furthermore, they can be applied when the actual values of the observations 
are difficult, expensive and sometimes impossible to obtain. 
Many publications regularly rank banks, and they vary according to the numbers and 
type of indicators they use. Reed Information Services Ltd and The Economist, for 
example, rank banks according to their asset size. American Banker Surveys, 
Euromoney Publications Ltd., and the Financial Times Business Information Ltd. rank 
using two indicators, namely, number of branches and staff. Euromoney Magazine 
Plc, The Banker, and The Director Publications Ltd. use a number of indicators such 
as total assets, profit before tax, equity/total assets ratios, and profit before tax/equity 
ratio (Information Service, 1992). 
As the study will analyse the performance of the Kuwaiti banks, it will represent an 
accurate report of the banks' efficiency, strength and weaknesses. It will, therefore, 
be useful to present and illustrate the position of each bank throughout the years 1991- 
1994. The position of each bank relative to others, will be examined by utilising the 
following financial ratios: 1)deposits to assets for growth measures; 2)return on equity 
(ROE), and return on assets (ROA), for profitability measures; 3)cash to assets, and 
deposits to assets for asset composition measures; 4)interest income for yield on loans 
measures; 5)equity to assets, and free capital to risk assets for capital adequacy 
measures (Table 4.4). 
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Table 4.4 
Financial Ratios Used: Bank Performance Analysis 
Broad Performance SAPP Study 
Measures in Financial Ratios Financial Ratios 
Literature 
1- Growth - Deposit growth - Deposits / assets 
2- Profitability - 
NI / TA - NI /E (return on equity) 
- NI /E - NI / TA (return on assets) 
3- Asset composition 
- Cash / TA 
- Loans / TA 
- Cash / TA 
- Earning assets / TA - Debt / TA 
4- Yield on loans -I/ loans - Interest income 
5- Capital adequacy - Total capital / risk assets -E/ 
TA 
- Free capital / TA 
Source: Author, NI = Net Income, TA = Total Assets, E= Equity, I= Interest. 
Following the same order as the previous chapter, the study will start with the 
financial performance of the specialised banks, Kuwait Real Estate Bank (KREB) & 
Industrial Bank of Kuwait (IBK), and then present the financial performance of the 
commercial banks: National Bank of Kuwait (NBK), Commercial Bank of Kuwait 
(CBK), Gulf Bank of Kuwait (GBK), AlAhli Bank of Kuwait (ABK), Bank of Kuwait 
& Middle East (BKME), Burgan Bank (BB), all of which are under the umbrella of 
the Central Bank of Kuwait. Saving and Credit Bank (S/CB), Kuwait Finance House 
(KFH), and Branch of Bank of Bahrain and Kuwait (Branch BBK) have been 
excluded from the analysis, for the following reasons: 
S/C bank: Does not fall under the jurisdiction of the Central Bank, and the method 
for charging interest rates is different from the other banks. For example, the standard 
2.5 percent interest on real estate loans charged by S/C., is paid by the Ministry of 
Finance, while no interest is charged on social loans. 
KFH: Does not fall under the jurisdiction of the Central Bank, and its activities are 
different than the other banks. For example, it is involved in: a-Purchase and sale of 
property and other trading activities as well as project construction, b-Sales may take 
different forms including cash, credit and murabaha sales "loans" (purchasing of raw 
materials, goods or equipment and selling them at an agreed negotiated profit margin), 
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c-All activities are conducted according to the teachings of Islam without practising 
usury. 
Branch of BBK: The Bank is based in Bahrain and operates under a banking licence 
issued by the Bahrain Monetary Agency (BMA) and is covered by its deposit 
protection scheme. In Kuwait the branch of BBK is the only foreign bank, but 
operates under Kuwaiti law. 
The financial performance analysis of the Kuwaiti banks will start with an 
examination of the financial ratios and subsequently, a selection of these ratios will be 
used to rank the banks. 
4.3.1 KUWAIT REAL ESTATE BANK (KREB) 
Table 4.5 
Kuwait Real Estate Bank (Major Financial Ratios) 
Measures Year 1980 1989 1991 1992 1993 1994 
Liquidity measures 
cash to assets 2.20 % 2.00% 0.66% 1.32% 1.44 % 1.88% 
Asset/liability Structural 
measures 
Debt to assets 88.94 % 84.67 % 82.21 % 85.59 % 79.12 % 80.49 % 
Equity to assets 11.06% 15.33% 17.79% 14.41% 20.88% 19.51% 
Free capital to risk assets 9.48 % 14.15 % 16.23 % 13.28 % 19.48 % 18.34 % 
Deposits to assets 85.27 % 80.16% 77.38 % 81.50 % 71.91 % 67.69 % 
Profitability measures 
Return on assets - . 1.08% -2.29% -0.85% 0.96 % 0.59 % 
Return on equity - 7.12 % -13.97% -5.35 % 5.60 % 2.93 % 
Source: Financial Operation Report 1980-1994 
Table 4.6 
Kuwait Real Estate Bank (analysis of income and expenses) 
Year 1992 1993 1994 
Amount 
in Mill. 
KD 
As % of 
Assets 
Amount 
in Mill. 
KD 
As % of 
Assets 
Amount 
in Mill. 
KD 
As % of 
Assets 
Interest income 26.64 5.74% 24.33 7.37% 18.26 5.23% 
Net profit the period -3.68 -0.79% 3.80 1.15% 2.01 0.57% 
aourcc. rmanciai upuranon tccport trau-1 4. 
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As shown in table 4.5, KREB's deposit to asset ratio has decreased in the 1990's and 
remains relatively small, especially, when compared with the base year 1980. In 
1994, the ratio had declined to 67.69 percent reflecting the massive investment in the 
real estate sector following the Iraqi invasion. This decline - suggests that deposit 
growth did not keep pace with asset growth and this was almost certainly due to the 
uncertainty during and immediately after the invasion, which resulted in capital flight 
out of Kuwait. There is, however, a significant improvement in liquidity, as shown by 
the increasing trend in the cash to asset ratio in the 1990's and this suggests that 
KREB raised finance from sources other than deposits. The increase in debt to assets 
ratio in 1992 to 85.59 percent, indicates that the bank borrowed to finance the 
reconstruction programme in the real state sector. The subsequent decline of this ratio 
in the following two years was facilitated by an increase in the bank's equity, as 
indicated by the equity to assets ratio, suggesting that when confidence began to 
return, capitalisation of the bank was deemed to be more cost effective than further 
borrowing. Apart from the equity to assets ratio, this financing strategy is similarly 
exhibited in the free capital to risk assets ratio, which increased from 14.5 percent 
immediately prior to the invasion to 18.34 percent in 1994. 
The adverse affects of the invasion on KREB's profitability are clearly discernible 
from the return on equity (ROE) and the return on assets (ROA) ratios, which were 
both negative in the two years immediately after the invasion. This was despite the 
high levels of asset growth and reflect the large provisions for bad and doubtful debts 
which the bank was having to write off against profits during 1991-92. The 
profitability profile in table 4.6 reveals a similar picture. For example, in 1992 KREB 
made a net loss of KD 3.68 million, but the following year turned this around to a net 
profit of KD 3.80 million. Rather interesting is the interest income of KD 26.64 
million in 1992, especially, when it is compared to the net loss, which was incurred 
during that year. The interest increase is clearly reflecting the growth in assets, 
specifically, loans to reconstruct the real state sector, whereas, the negative net profit 
is reflecting the writing down of losses incurred in the aftermath of the invasion. 
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4.3.2 INDUSTRIAL BANK OF KUWAIT (IBK) 
Table 4.7 
Industrial Bank of Kuwait (Major Financial Ratios) 
Measures Year 1980 1989 1991 1992 1993 1994 
Liquidity measures 
cash to assets 0.12% 0.17% 0.41 0.37% 0.48% 0.43% 
Asset/liability Structural 
measures 
Debt to assets 94.62% 90.97% 86.24% 83.03% 82.30% 80.29% 
Equity to assets 5.38% 9.03% 13.76% 16.97% 17.70% 19.71% 
Free capital to risk assets 3.43 % 6.59 % 10.80 % 13.71 % 15.06 % 17.17 % 
Deposits to assets 59.64% 53.46% 30.39% 13.33 % 21.85 % 18.88 % 
Profitability measures 
Return on assets - 0.67% 0.50% 1.48% 3.73% 2.20% 
Return on equity - 7.53% 4.56% 9.67% 21.48% 11.77% 
Source: Financial Operation Report 1980-1994 
Table 4.8 
Industrial Bank of Kuwait (analysis of income and expenses) 
Year 1992 1993 1994 
Amount 
in Mill. 
KD 
As % of 
Assets 
Amount 
in Mill. 
KD 
As % of 
Assets 
Amount 
in Mill. 
KD 
As % of 
Assets 
Interest income 21.68 7.46% 19.00 5.67% 18.75 5.68% 
Net profit the period 4.61 1.59% 11.67 3.48% 7.32 2.22% 
Source: Financial Operation Report 1980-1994. 
During 1990 and 1991, the IBK's main concern was to meet its obligation with 
international banks and preserve its reputation in the international market. To achieve 
this, the bank had to partially liquidate its foreign portfolio and investigated a number 
of different options for protecting its remaining assets. The partial liquidating of the 
foreign portfolio resulted in a reduction in foreign debt and a consequential reduction 
in the debt to assets ratio, shown in table 4.7, from 90 percent in 1989 to just over 80 
percent in 1994. This strategy of liquidation also resulted in an increased liquidity 
ratio, as shown by the cash to assets ratio. This ratio peaked in 1993 at 43 percent 
compared with 12 percent in 1980 and 17 percent in 1989. As the assets portfolio was 
run down the equity to assets ratio increased from 16.97 percent in 1992 to 19.71 
percent in 1994. The reduction in the asset portfolio, however, was less than the 
reduction in the bank's deposit base, which was caused by capital flight out of Kuwait 
immediately after the invasion. In fact the reduction in deposits, as revealed by the 
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deposit to assets ratio is quite spectacular, decreasing from 30.39 percent in 1991 to 
18.88 percent in 1994 (Table 4.7). 
Since 1993 the bank has consolidated its position and industrial loan finance and 
corporate finance to local industries has increased. As a consequence IBK's 
profitability has increased significantly as reflected in the ROA, which increased from 
0.50 percent in 1991 to 3.73 percent in 1993, before easing bank slightly in 1994. 
(Table 4.8). The improvement in the profitability is indicated even more impressively 
by the ROE, which increased from 4.56 percent in 1991 to 21.48 percent in 1993. The 
trend in interest increase reveals that the bank actually started to recover in 1992, but 
this recovery did not transpose into profits until 1993 onwards. Finally, the 
improvement in the free capital to risk asset ratio, which increased to 17.17 percent 
compared to 6.59 percent in 1989, reveals the success of the consolidation strategy 
and, in particular, how much stronger IBK's balance sheet is today compared with the 
pre-invasion era. 
4.3.3 NATIONAL BANK OF KUWAIT (NBK) 
Table 4.9 
National Bank of Kuwait (Major Financial Ratios) 
Measures Year 1980 1989 1991 1992 1993 1994 
Liquidity measures 
cash to assets 6.94% 0.72% 1.21% 0.85% 0.84% 1.14% 
Asset/liability Structural 
measures 
Debt to assets 94.13 % 92.94 % 90.26 % 89.89% 90.03 % 91.49% 
Equity to assets 5.87 % 7.06% 9.74 % 10.11 % 9.97 % 8.51 % 
Free capital to risk assets 6.31 % 6.31 % 8.76% 9.16% 8.95 % 7.54% 
Deposits to assets 93.80 % 92.48 % 87.67 % 86.29 % 85.99 % 87.93 % 
Profitability measures 
Return on assets - . 95 % 1.17 % 1.37 % 1.59 
% 1.46% 
Return on equity -ý 
1 13.25% 14.19% 13.80% 15.87% 15.95 % 
Source: Financial Operation Report 1980-1994 
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Table 4.10 
National Bank of Kuwait (Analysis of income and expenses) 
Year 1992 1993 1994 
Amount 
in Mill. 
KD 
As % of 
Assets 
Amount 
in Mill. 
KD 
As % of 
Assets 
Amount 
in Mill. 
KD 
As % of 
Assets 
Interest income 214.13 7.12% 215.54 6.60% 223.80 5.64% 
Net profit the period 40.66 1.35% 49.94 1.53% 52.92 1.33% 
Source: Financial Operation Report 1980-1994 
NBK was ranked first among all Gulf States banks in terms of profitability in 1989. 
The cash to assets ratio as shown in table 4.9, increased from 0.72 percent in 1989 to 
1.21 percent in 1991 as the bank generated a high level of liquidity to meet an 
uncertain future. NBK was also unique in the fact that it was the only Kuwaiti 
commercial bank to continue operations throughout the invasion. 
Another rather interesting and fairly unique feature of NBK is that, despite the 
invasion it has maintained an internationally diversified risk asset portfolio: 71 
percent of its assets are in developed countries, 11 percent are in Arab countries, 6 
percent are in newly industrialised countries (NICs), 5 percent are in lesser developed 
countries (LDCs), and 7 percent are in "others". Similarly in the domestic economy 
the loan portfolio is fairly diversified: 9.2 percent in real estate, 20.6 percent in trade 
finance, 16.7 percent in construction, 7.1 percent in financial institution, 3.0 percent in 
industry, 3.8 percent in "others" and the remaining 29.6 percent in personal lending 
(NBK, 1989). 
NBK saw a large reduction in deposits during and immediately after the invasion, but 
it is the only Kuwaiti bank that did not rely heavily on subsidised deposits from the 
Central Bank to assist it through the crisis. As table 4.9 shows the deposit to assets 
ratio remained relatively stable throughout the 1991-1994 period perhaps serving to 
underline the confidence in the bank, which was born out of its sheer size and 
international operations. The fact that the bank continued operations through the 
crisis and operated a truly diversified international portfolio also explain why both the 
ROA and ROE ratios remained healthy and even outperformed the 1989 base year. 
Similarly, interest income, shown in table 4.10, increased from KD 214 million in 
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1992 to KD 223 million by 1994. Net profit also increased from KD 40.66 million in 
1992 to KD 49.94 million in 1994, reflecting, once again, the bank's strategy of 
diversification in both the domestic and international markets. 
4.3.4 COMMERCIAL BANK OF KUWAIT (CBK) 
Table 4.11 
Commercial Bank of Kuwait (Major Financial Ratios) 
Measures Year 1980 1989 1991 1992 1993 1994 
Liquidity measures 
cash to assets 4.03 % 0.71% 0.73 % 1.41% 1.22% 1.53% 
Asset/liability Structural 
measures 
Debt to assets 93.90 % 92.14 % 94.61 % 93.43 % 90.64 % 90.39 % 
Equity to assets 6.10% 7.86% 5.39% 6.57% 9.36% 9.61% 
Free capital to risk assets 5.60 % 7.21 % 4.34 % 5.60 % 8.20 % 8.49 % 
Deposits to assets 93.70 % 91.06 % 91.21 % 89.72 % 85.30 % 87.49 % 
Profitability measures 
Return on assets - . 0.27% -5.10 % 0.76% 
0.92% -0.54% 
Return on equity - 3.30% -74.28% 12.67% 11.73% -5.74% 
Source: Financial Operation lceport 198U-1994 
Table 4.12 
Commercial Bank of Kuwait (Analysis of income and expenses) 
Year 1992 1993 1994 
Amount 
in Mill. 
KD 
As % of 
Assets 
Amount 
in Mill. 
KD 
As % of 
Assets 
Amount 
in Mill. 
KD 
As % of 
Assets 
Interest income 80.16 6.06% 66.75 6.20% 47.91 4.68% 
Net profit the period 10.13 0.77% 11.01 1.02% -5.72 -0.56% 
Source: Financial Operation Report 1980-1994 
As revealed in table 4.11, the cash to assets ratio increased fairly steadily from 1991- 
94 to meet both the uncertainty and the financial obligations which increased in the 
period immediately after the invasion. Less emphasis was placed on debt, as shown 
by the decline in the debt to assets ratio, which reduced from 93 percent in 1992 to 90 
percent in 1994. This reduction combined with the decline in the deposit to assets 
ratio from 91.21 percent in 1991 to 87.49 percent in 1994 explains why it was 
necessary to increase the capitalisation of the bank in an endeavour to inject fresh 
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resources. Consequently, the free capital to risk assets ratio increased from 7.21 
percent in 1989 (4.34 percent in 1991) to 8.49 percent in 1994. 
Despite the apparent improvement in CBK's balance sheet the bank still has 
fundamental difficulties as a result of the invasion and this is revealed by the negative 
ratios for both ROA and ROE in 1994. This was largely due to provisions for certain 
assets which had been previously sold to the Central bank under Law 4/93 and which 
were reversed in 1994. Having had to repurchase these debts from the Central bank, 
the incidence of the bad debts on the bank's books affected net profit which, as shown 
in table 4.12, declined from KD 11.01 million in 1993 to a loss of KD 5.72 million in 
1994. Despite there set backs, net interest was still KD 47.91 million, which 
represents a respectable 4.68 percent return on total assets. 
4.3.5 GULF BANK OF KUWAIT (GBK) 
Table 4.13 
Gulf Bank (Major Financial Ratios) 
Measures Year 1980 1989 1991 1992 1993 1994 
Liquidity measures 
cash to assets 3.44 % 1.38% 0.81 % 1.03% 1.34 % 1.24% 
Asset/liability Structural 
measures 
Debt to assets 94.03 % 89.59 % 88.80% 88.16% 87.97% 88.93% 
Equity to assets 10.41% 11.20% 11.84% 12.03% 11.07% 
Free capital to risk assets 10.28% 10.48% 11.19% 11.51% 10.68% 
Deposits to assets 89.43 % 83.27 % 84.61 % 84.90 % 84.59 % 
Profitability measures 
R 
Return on assets . 0.43% -5.10 % 1.24% 1.43% 1.59% 
Return on equity 
ý4.13% 
-5.22 % 10.75 % 12.01 % 13.80 % 
Source: Financial Operation Report 1980-1994 
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Table 4.14 
Gulf Bank (Analysis of income and expenses) 
Year 1992 1993 1994 
Amount 
in Mill. 
KD 
As % of 
Assets 
Amount 
in Mill. 
KD 
As % of 
Assets 
Amount 
in Mill. 
KD 
As % of 
Assets 
Interest income 71.15 6.11% 74.45 5.96% 75.96 5.46% 
Net profit the period 14.23 1.22% 17.31 1.39% 20.99 1.51% 
Source: Financial Operation Report 1980-1994 
As table 4.13 shows, despite a significant expansion programme (discussed below), 
GBK has managed to increase its liquidity position, as indicated by the steady 
increase in the cash to assets ratio, which at 1.24 percent in 1994 was almost back to 
the 1989 level. Like the other Kuwaiti banks, the deposit to asset ratio has declined 
from just over 89 percent in 1989 to 84.59 percent in 1994. In contrast to the other 
Kuwaiti banks, however, GBK's expansion was facilitated by a combination of 
increased equity and increased external borrowing. As a consequence the debt to 
assets and the equity to assets ratios increased during the 1991-94 period. It must be 
emphasised, however, that like the other Kuwaiti banks proportionately greater 
emphasis was placed on equity finance which (unlike "debt) exceeded the 1989 level in 
1994. 
GBK's expansion strategy immediately after the invasion has been both impressive 
and successful: commercial loans increased by 43 percent in 1993 to KD 250 million. 
In 1994 this performance was virtually repeated when the commercial loan portfolio 
increased by a further 38 percent. After writing off the loans incurred in the invasion 
against the bank's 1991 profit, the success of this expansion strategy is clearly 
revealed in the ROA and ROE ratios which have consistently increased since 1991 
and easily exceed the 1989 levels. As table 4.14 shows, this success has been 
transposed into bottom line profits, which increased from KD 14.23 million in 1992 to 
KD 20.99 million in 1994. Likewise, a similar improvement was seen in interest 
income. 
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4.3.6 ALAHLI BANK OF KUWAIT (ABK) 
Table 4.15 
AlAhli Bank of Kuwait (Major Financial Ratios) 
Measures Year 1980 1989 1991 1992 1993 1994 
Liquidity measures 
cash to assets 2.76 % 0.54% 2.23 % 1.27% 1.07% 1.42% 
Asset/liability Structural 
measures 
Debt to assets 94.19% 91.95 % 93.48 % 94.39 % 91.56 % 91.95 % 
Equity to assets 5.81% 8.05% 6.52% 5.61% 8.44% 8.05% 
free capital to risk assets 4.91 % 5.70 % 4.68 % 3.79 % 6.07 % 5.92 % 
Deposits to assets 93.37 % 91.06 % 87.93 % 90.24 % 86.88 % 88.64 % 
Profitability measures 
Return on assets - 0.24% -1.04% -1.04% 0.55% 0.65% 
Return on equity - 3.00% -17.20% -17.20% 8.15 % 7.87 
Source: Financial Operation Report 1980-1994 
Table 4.16 
AlAhli Bank of Kuwait (Analysis of income and expenses) 
Year 1992 1993 1994 
Amount 
in Mill. 
KD 
As % of 
Assets 
Amount 
in Mill. 
KD 
As % of 
Assets 
Amount 
in Mill. 
KD 
As % of 
Assets 
Interest income 87.94 6.13% 71.13 6.90% 54.79 4.99% 
Net profit the period -15.14 -1.06% 6.82 0.66% 6.90 0.63% 
Source: Nmancial Operation Keport 196U-1994 
In contrast to GBK, ABK retrenched and consolidated its position in the aftermath of 
the invasion. Total loans and overdrafts decreased to KD 153.8 million in 1991 and 
consequently the loan to total assets ratio (not show in Table 4.15) decreased from 
62.8 percent in 1989 to an all time low of 14.0 percent in 1994. On a less dramatic 
scale but, nevertheless, showing the same trend of a contracting business, the deposit 
to assets ratio in table 4.15, decreased from 90.24 percent (its peak post 1990) in 1992 
to 86.88 percent the following year. During 1994, however, the deposit to assets ratio 
decreased possibly reflecting a change in policy. 
In line with Kuwaitis' other banks, ABK initially financed itself by increasing debt in 
the immediate post invasion era, before placing relatively greater emphasis on equity 
finance during 1993. In 1994, however, the equity to assets ratio in table 4.15 
declined slightly suggesting that the bank had started to increase its assets and pursue 
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a modest expansion of its business. Prior to 1994 the retrenchment of the business 
and, in particular, the writing off of bad debts against profits in 1991 and 1992 
resulted in negative ROA and ROE ratios for each of these two years. Total banking 
income reduced from KD 92 million in 1992 to KD 70 million in 1994 and as table 
4.16 shows there was a significant reduction in interest income from approximately 
KD 88 million in 1992 to (approx. ) KD 55 million in 1994. Retrenchment and 
consolidation of the business combined with the fact that most of the bad debts have 
now been written off has resulted in ABK becoming more profitable and the net profit 
for 1993 and 1994, together with the ROA and ROE ratios, are looking very good. In 
fact, profitability as measured by ROA and ROE in 1993 and 1994 surpassed the 
equivalent ratios for 1989. 
4.3.7 BANK OF KUWAIT AND THE MIDDLE EAST (BKME) 
Table 4.17 
Bank of Kuwait and the Middle East (Major Financial Ratios) 
Measures Year 1980 1989 1991 1992 1993 1994 
Liquidity measures 
cash to assets 4.93 % 6.06% 6.33 % 2.42% 1.84% 4.24% 
Asset/liability Structural 
measures 
Debt to assets 94.46% 88.21 % 92.09% 92.12% 91.26% 91.74% 
Equity to assets 5.54% 11.79% 7.91% 7.88% 8.74% 8.26% 
Free capital to risk assets 5.08 % 11.42% 7.10% 6.88% 7.63 % 7.43 % 
Deposits to assets 94.28 % 87.93 % 90.53 % 89.91 % 88.65 % 90.30 % 
Profitability measures 
Return on assets - 0.74% -6.71 % 0.18% 0.46% 0.25°/o 
Return on equity - 6.19% -66.22% 2.22% 5.54% 2.90% 
Source: Financial Operation Report 1980-1994 
Table 4.18 
Bank of Kuwait and the Middle East (Analysis of income and expenses) 
Year 1992 1993 1994 
Amount 
in Mill. 
KD 
As % of 
Assets 
Amount 
in Mill. 
KD 
As % of 
Assets 
Amount 
in Mill. 
KD 
As % of 
Assets 
Interest income 49.16 5.70% 48.40 6.19% 42.50 5.03% 
Net profit the period 0.38 0.17% 3.77 0.48% 2.00 0.24% 
Source: Financial Operation Report 1980-1994 
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The most striking features of BKME, are shown in table 4.17. The increase in the 
cash asset ratio from 2.42 percent in 1992 to 4.24 percent in 1994 was, as we have 
seen previously, deemed necessary to meet the financial obligations of the bank in the 
aftermath of the invasion. What is perhaps a little different about BKME, however, is 
the relative stability of both the debt to assets and the equity to assets ratios in the 
early 1990s. This was due to the bank's success in increasing total deposits, 
especially from the Central bank, which by 1994 amounted to KD 757 million, an 
increase of about 11 percent compared to the previous year. Not surprisingly, the 
deposit to assets ratio increased from 88.65 percent in 1993 to just over 90 percent in 
1994. As the bank's recovery, post invasion, has largely been financed by deposits 
rather than equity or loans, the free capital to risk assets ratio remained fairly stable 
throughout the 1991-94 period. 
After the initial write down of bad debts against BKME's profits in 1991, profitability 
has improved (especially in 1993) but has yet to recover to pre-invasion levels. In 
1993 ROA increased to 0.46 percent (compared to 0.74 percent in 1989) but slipped 
back in 1994 to 0.25 percent. Similar trends were revealed in the ROE ratio, which 
peaked in 1993 at 5.54 percent before slipping back to 2.90 percent in 1994 (6.19 
percent in 1989). The set bank in performance was due to a significant reduction in 
total banking income from KD 56 million in 1992 down to KD 47 million in 1994. A 
commensurate reduction in interest income and net profit (as show in Table 4.18) 
resulted and there is a distinct possibility that if the bank had not been able to finance 
itself on the back of interest free and inexpensive Central bank deposits, it might have 
recorded a loss in 1994. 
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4.3.8 BURGAN BANK (BB) 
Table 4.19 
Burgan Bank (Major Financial Ratios) 
Measures Year 1980 1989 1991 1992 1993 1994 
Liquidity measures 
cash to assets 7.68 % 0.32% 1.04 % 3.45% 3.90% 1.57% 
Asset/liability Structural 
measures 
Debt to assets 93.43% 88.19 % 86.04 % 84.64 % 81.62 % 83.68 % 
Equity to assets 6.57% 11.81% 13.96% 15.36% 18.38% 16.32% 
Free capital to risk assets 7.12 % 9.64% 10.76% 12.49% 15.21% 13.21% 
Deposits to assets 93.08 % 88.01 % 84.29 % 82.76 % 79.95 % 82.43 % 
Profitability measures 
Return on assets - 0.46% -3.52% 1.32% 0.62% 0.52% 
Return on equity - 3.76% -27.81% 9.01% 3.72% 3.02% 
Source: Financial Operation Report 1980-1994 
Table 4.20 
Burgan Bank (Analysis of income and expenses) 
Year 1992 1993 1994 
Amount 
in Mill. 
KD 
As % of 
Assets 
Amount 
in Mill. 
KD 
As % of 
Assets 
Amount 
in Mill. 
KD 
As % of 
Assets 
Interest income 55.89 6.29% 43.37 5.62% 41.38 4.81% 
Net profit the period 11.77 1.32% 5.18 0.67% 4.27 0.50% 
Source: Financial Operation Report 1980-1994. 
In line with most of the other Kuwaiti banks, BB's cash to assets ratio increased in the 
post invasion era. Even the reduced cash to asset ratio of 1.57 percent in 1994, shown 
in table 4.19, was almost five times greater than the pre-invasion ratio in 1989. 
Similarly, the bank experienced pressure on its deposits as customer withdrew money 
to meet the demands of increasing economic activity in 1992-94. BB financed its post 
invasion recovery by a combination of increased debt and equity. Rather 
significantly, however, the equity to assets ratio in the period 1991-94 easily 
surpassed its 1989 level. The greater emphasis placed on equity finance came about 
despite the fact that the central bank reduced interest rates payable on bonds issued 
against purchased debt from 6 percent to 5.5 percent in 1993 and reduced interest rates 
still further in 1994 to 4.875 percent. 
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The profitability of BB reveals a profile not dissimilar to other Kuwaiti banks: in 
1991, the ROA and ROE ratios, as shown in table 4.19, were both negative as the 
bank made provisions for bad and doubtful debts after the invasion. From this time 
onwards, however, BB has made profits amounting to KD 11.77 million (see Table 
4.20) in 1992, but due to a reduction in total banking income from KD 56 million in 
1992 to KD 45 million in 1994, profitability has subsequently eased back. 
4.4 COMPARATIVE ANALYSIS OF KUWAITI BANKS in 
1994 
Without any sort of comparison, measures are useless. Financial analysis is 
essentially about relativity and comparison. A comparative analysis of all Kuwaiti 
banks for the year 1994, will therefore, be presented in this section, incorporating a 
number of financial indicators. This will help to give the reader a better picture of the 
financial performance position of each bank operating in Kuwait under the umbrella 
of the Central Bank. At the outset the reader should consider that these banks vary in 
many ways. For example, in terms of the year of their incorporation, amount of 
capital, number of operating branches, number of ATMs, number of employees, 
number of Kuwaiti employees, and number of managers as illustrated in table 4.21. 
Table 4.21 
A Brief Profile of the Kuwaiti Banks 
Name fear of 
incorporation 
Capital 
KD (m) 1994 
No. of 
employees 
No. of 
Kuwaiti 
employee 
s 
No. of 
Kuwaiti 
Man=gers 
No. of 
operating 
branches 
No. of 
ATMs 
NBK 1952 140.399 1111 434 159 35 51 
CBK 1960 69.994 638 152 43 18 28 
GBK 1960 78.177 622 200 70 16 23 
BKD1E 1971 49.5 429 140 60 11 16 
BB 1967 68.8 401 133 50 10 11 
ABK 1967 80 518 164 45 9 18 
KREB 1973 31 268 66 NA 2 2 
IBK 1973 20 170 62 NA NIL NIL 
Total 537.87 4027 1351 427 100 149 
Source: Different Annual Reports, NA = not available 
2The number of managers of each bank were taken during the interviews with senior managers of each 
bank. 
106 
Chapter Four: The Financial Performance A Case Study Of The Kuwaiti Banks 
4.4.1 MAJOR FINANCIAL INDICATORS 
Table (4.22) 
Major financial indicators of the Kuwaiti Banks (million KD)-for 1994 
Bank ABK BB BKME CBK GBK NBK KREB IBK 
Liquid assets 230.70 131.39 138.80 241.14 436.93 1,151.24 88.41 90.03 
Investments and 
deposits 
698.70 540.38 492.05 642.48 634.12 1,480.65 190.06 190.52 
Loans 137.00 154.50 197.29 123.02 308.21 1,248.10 63.99 38.94 
Fixed assets and 
other assets 
30.81 34.55 16.85 17.53 11.11 90.75 6.65 10.58 
Total assets 1,097.21 860.82 845.00 1,024.17 1,390.36 3,970.72 349.11 330.07 
Deposits 972.61 709.61 763.00 896.04 1,176.17 3,491.34 236.30 62.32 
Borrowings and 
other liabilities 
36.25 10.71 12.20 29.69 60.26 141.55 44.69 202.68 
Total liabilities 1,008.85 720.31 755.20 925.73 1,236.43 3,632.90 280.99 265.00 
Share holder's 
equity 
88.36 140.51 69.79 98.44 153.94 337.83 68.12 65.07 
Total liabilities & 
equity 
1,097.21 860.82 845.00 1,024.17 1,390.36 3,970.72 349.11 330.07 
Net profit 6.90 4.27 2.00 -5.72 20.99 52.92 2.01 7.32 
Dividends 5.54 0.00 0.00 0.00 17.57 40.11 2.81 1.60 
Profit retained 1.36 4.27 2.00 -5.72 3.42 12.81 -0.81 5.72 
Earning assets 1,050.81 812.80 792.28 990.93 1,362.04 3,834.83 335.90 318.07 
Debt purchase 
bounds 
656.84 328.62 399.87 589.25 490.62 611.61 170.51 118.53 
Contra account 175.04 145.00 136.79 135.56 220.36 876.50 30.24 47.51 
Source: Financial Operation Report 1980-1994 
As shown in table 4.22, the biggest bank in Kuwait is NBK: it has the biggest value 
of shareholders equity at KD 338 million, and the largest total for investment and 
deposits (KD 1,480 million), total assets (KD 3,970 million) and deposits (KD 3,490 
million). At the other end of the spectrum the smallest bank is IBK: its shareholders 
equity was valued at KD 65 million, total investment and deposits, KD 190 million, 
total assets, KD 330 million and deposits KD 62 million. 
Examining the profitability of the Kuwaiti banks reveals that NBK was also the most 
profitable in 1994 (KD 52 million), but IBK despite being the smallest in terms of 
totals assets and liabilities etc., made a net profit KD 7.32 million, i. e. the third 
highest profit figure behind NBK and GBK. The least profitable bank was CBK, 
which made a net loss of KD 5.72 million in 1994. 
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4.4.2 MAJOR FINANCIAL RATIOS 1994 
Table 4.23 
Major Financial Ratios of the Kuwaiti Banks for 1994 (Percentage) 
Bank ABK BB BKME CBK GBK NBK KREB IBK 
Liquidity measures 
cash to assets 1.42 1.57 4.24 1.53 1.24 1.14 1.88 0.43 
Asset/liability 
Structural measures 
Debt to assets 91.95 83.68 91.74 90.39 88.93 91.49 80.49 80.29 
Equity to assets 8.05 16.32 8.26 9.61 11.07 8.51 19.51 19.71 
Free capital to risk 
assets 
5.92 13.21 7.43 8.49 10.68 7.54 18.34 17.17 
Deposits to assets 88.64 82.43 90.30 87.49 84.59 87.93 67.69 18.88 
Profitability 
measures 
Return on assets 0.65 0.52 0.25 -0.54 1.59 1.46 0.59 2.20 
Return on equity 7.87 3.02 2.90 -5.47 13.80 15.95 2.93 11.77 
Source: Financial Operation Report 1980-1994. 
The financial ratios shown in table 4.23 also provide additional insights into the 
performance of the Kuwaiti banks: BKME, for example, has the greatest liquidity 
ratio, as revealed by the cash to assets ratio (4.24 percent) and the lowest liquidity 
ratio, despite being extremely profitable, is revealed by IBK at 0.4 percent. The 
legacy of the invasion is shown by the fact that approximately half of the banks 
(ABK, BKME, CBK, NBK) have a debt to assets ratio of 90 percent or greater and the 
remainders all have debt to assets ratios greater than 80 percent. The bank with the 
largest deposit to assets ratio is BKME at 90 percent, which probably explains the 
need for it to have such high liquidity. At the others extreme IBK has the smallest 
deposit to assets ratio and the smallest liquidity ratio. In this respect the relationship 
between deposits and liquidity is clearly discernible. 
The largest bank in absolute terms is NBK, but in relative terms, as shown by the 
gearing ratio, free capital to risk assets (table 4.23) KREB with a ratio of 18 percent is 
the largest. Similarly, ABK with a free capital to risk assets ratio of 5 percent is the 
smallest in relative or gearing terms, whereas IBK was the smallest in absolute terms. 
In fact, IBK despite being the smallest bank is highly profitable as revealed by its 
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ROA at 2.20 percent. At the other extreme BKME, (with the highest liquidity ratio, 
and deposit to assets ratio) is the least profitable as measured by ROA. 
4.5 COMPARATIVE STATISTICS BETWEEN 
KUWAITI BANKS 
4.5.1 MARKET SHARE IN PERCENTAGE 
Table 4.24 
Market Share data (%)of the Kuwaiti Banks for 1994 
Bank ABK BB BKME CBK GBK NBK KREB IBK 
Loans & discounts 6.03 6.80 8.69 5.42 13.57 54.57 2.82 1.71 
Investments & 
deposits 
14.35 11.10 10.11 13.20 13.02 30.41 3.90 3.91 
Total assets 11.12 8.72 8.56 10.38 14.09 40.24 3.54 3.35 
Deposits & other 
liabilities 
11.41 8.14 8.76 10.47 13.98 41.07 3.18 3.00 
Total equity 8.65 13.75 6.83 9.63 15.06 33.05 6.66 6.37 
Contra accounts 9.91 8.21 7.74 7.67 12.47 49.60 1.71 2.69 
Net profit 7.61 4.71 2.21 -6.31 23.14 58.35 2.22 8.07 
Debt purchase 
bonds 
19.51 9.76 11.88 17.51 14.58 18.17 5.07 3.52 
Domestic 
branches 
10.78 9.80 10.78 18.63 15.69 32.35 1.96 0.00 
Foreign branches 9.09 0.00 0.00 9.09 0.00 81.82 0.00 0.00 
Representative 
offices 
33.33 0.00 0.00 0.00 33.33 33.33 0.00 0.00 
ATMs 12.08 7.38 10.74 18.79 15.44 34.23 1.34 0.00 
Employees 12.46 9.65 10.32 15.35 14.96 26.73 6.45 4.09 
Kuwaiti 
employees 
12.14 9.84 10.36 11.25 14.80 32.12 4.89 4.59 
Source: Financial Operation Report 1980-1994. 
Comparative statistics analysis will be used to calculate the percentage market share 
for every study bank operating in Kuwait. As presented in table 4.24, by using loans 
& discounts as a proxy for market share, NBK controls 54 percent of the market, 
GBK controls 13 percent, and the remaining 6 banks account for the remaining 33 
percent. NBK has 40 percent of total assets in the market, and also accounts for 
approximately 40 percent of deposits and other liabilities. This dominance of the 
market is also reflected in NBK's net profit, which was 58 percent, GBK accounted 
for 23 percent, and the other banks had about 19 percent. 
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4.5.2 MARKET SHARE DATA IN ABSOLUTE TERMS 
Table 4.25 
Market Share data (in absolute numbers) of the Kuwaiti banks for 1994 
Bank ABK BB BKME CBK GBK NBK KREB IBK Total 
No. domestic 
branches 
11 10 11 19 16 33 2 0 102 
No. foreign 
branches 
1 0 0 1 0 9 0 0 11 
No. representative 
offices 
1 0 0 0 1 1 0 0 3 
No. ATMs 18 11 16 28 13 51 2 0 149 
No. employees 518 401 429 638 622 1111 268 170 4157 
No. Kuwaiti 
employees 
164 133 140 152 200 434 66 62 1351 
Source: Financial Operation Report 1980-1994. 
The comparative statistics shown in table 4.25 indicate the Kuwaiti bank's market 
shares in absolute terms. NBK has the highest market share of domestic branches (33 
out of 102), and foreign branches (9 out of 11). KREB has only two domestic 
branches, and IBK has no branches. As a branch based bank NBK has the biggest 
market share of both domestic (434) and foreign employees (677). In contrast, IBK 
with no branches has 170 employees (62 are Kuwaiti), and this represents the smallest 
market share of both domestic and foreign employees. 
4.6 RANKING KUWAITI BANKS (1992-1994) 
In this section the Kuwaiti banks will be ranked3 using a number of different 
techniques. This will provide the reader with a sort of scale to evaluate each Kuwaiti 
bank based on their financial performance. This section is also important in bringing 
together some of the previous information discussed in this chapter. 
3 Ranked: measures performance against all other banks at the same time; banks are finally ranked 
from best to worst. 
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4.6.1 RANKING BY AMOUNT IN KUWAITI DINARS (KD) 
Table 4.26 
Ranking by Assets of the Kuwaiti Banks 
Bank 1992 KD. (M) Rank 
1993 
KD. (M) Rank 
1994 
KD. (M) Rank 
NBK 3006 1 3267 1 3971 1 
GBK 1165 4 1250 2 1390 2 
ABK 1435 2 1031 4 1097 3 
CBK 1324 3 1077 3 1024 4 
BB 889 5 771 6 861 5 
BKME 862 6 781 5 845 6 
KREB 464 7 330 8 349 7 
1BK 290 8 335 7 330 8 
Source: Institute of Banking Studies, Financial Operation Report (1980-1994) 
Table 4.27 
Ranking by Loans of the Kuwaiti Banks 
Bank 
1992 
KD. (M) Rank 
1993 
KD. (M) Rank 
1994 
KD. Mill Rank 
NBK 1026 1. 1086 1 1248 1 
GBK 161 2 237 2 308 2 
BKME 104 6 116 5 197 3 
BB 129 3 118 3 155 4 
ABK 126 5 117 4 137 5 
CBK 128 4 115 6 123 6 
KREB 26 7 27 8 64 7 
IBK 158 8 41 7 39 8 
Source: Institute of Banking Studies, Financial Operation Report (1980-1994) 
Table 4.28 
Ranking by Profit of the Kuwaiti Banks 
Bank 
1992 
KD. (M) Rank 
1993 
KD. (M) Rank 
1994 
KD. (M) Rank 
NBK 40.7 1 49.9 1 52.9 1 
GBK 14.2 2 17.3 2 21.0 2 
IBK 4.6 5 11.7 3 7.3 3 
ABK -15.1 8 6.8 5 6.9 4 
BB 11.8 3 5.2 6 4.3 5 
KREB -3.7 7 3.8 7 2.0 6 
BKME 1.5 6 3.8 7 2.0 6 
CBK 10.1 4 11.0 4 -5.7 7 
Source: Institute of Banking Studies, Financial Operation Report (1980-1994) 
As shown in tables (4.26-4.28), NBK was ranked first by assets, loans, and profit 
indicators, while GBK was ranked second on the same indicators. This suggest that 
there is a clear relationship between size and profitability for these banks. At the 
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other extreme, however, IBK was ranked eight by asset and loan size but third in 
terms of profitability. This reflects the fact that the smallest of the study banks 
generates high profitability, because it does not have an expensive branch 
infrastructure and by exclusively financing the industrial sector, it operates a focused 
strategy. 
4.6.2 RANKING BY FINANCIAL RATIOS 
In addition to using financial ratios to evaluate the performance of individual banks, 
they can also be used as a ranking tool, as illustrated below: 
Table 4.29 
Ranking by return on assets(ROA) of the Kuwaiti Banks (Percentage) 
Bank % 
1992 
Rank % 
1993 
Rank % 
1994 
Rank 
IBK 1.48 1 3.73 1 2.20 1 
GBK 1.24 4 1.43 3 1.59 2 
NBK 1.37 2 1.59 2 1.46 3 
ABK -1.04 8 0.55 7 0.65 4 
KREB -0.85 7 0.96 4 0.59 5 
BB 1.32 3 0.62 6 0.52 6 
BKME 0.18 6 0.46 8 0.25 7 
CBK 0.76 5 0.92 5 -0.54 8 
Source: Institute of Banking Studies, Financial Operation Report (1980-1994) 
Table 4.30 
Ranking by return on equity(ROE) of the Kuwaiti Banks (Percentage) 
Bank 
% 
1992 
Rank % 
1993 
Rank % 
1994 
Rank 
NBK 13.80 1 15.87 2 15.95 1 
GBK 10.75 3 12.01 3 13.80 2 
IBK 9.67 4 21.48 1 11.77 3 
ABK -17.20 8 8.15 5 7.87 4 
BB 9.01 5 3.72 8 3.02 5 
KREB -5.35 7 5.60 6 2.93 6 
BKME 2.22 6 5.54 7 2.90 7 
CBK 12.67 2 11.73 4 -5.74 8 
Source: Institute of Banking Studies, Financial Operation Report (1980-1994) 
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Table 4.31 
Ranking by equity to assets of the Kuwaiti Banks (Percentage) 
Bank oho 
1992 
Rank 
1993 
% Rank % 
1994 
Rank 
IBK 16.97 1 17.70 3 19.71 1 
KREB 14.41 3 20.88 1 19.51 2 
BB 15.36 2 18.38 2 16.32 3 
GBK 11.84 4 12.03 4 11.07 4 
CBK 6.57 7 9.36 6 9.61 5 
NBK 1.11 5 9.97 5 8.51 6 
BKME 7.88 6 8.74 7 8.26 7 
ABK 5.61 8 8.44 8 8.05 8 
Source: Institute of Banking Studies, Financial Operation Report (1980-1994) 
As shown in tables (4.29-4.31) for the year 1994, the smallest bank, IBK, was ranked 
first on ROA and equity to assets and third on ROE. This reflects the high 
profitability of the bank generated from a relatively small assets base and is indicative 
of just how effective this type of specialised banking is. Examining tables 4.26-4.31, 
reveals that NBK is by far the largest bank, but in terms of relative performance (as 
shown by the financial ratios), IBK is the best performer. 
4.6.3 RANKING BY WEIGHTED AVERAGE RANK 
There are several studies which have tried to investigate and analyse the banking system in the 
Gulf Co-operation Council (GCC) countries namely Bahrain, Kuwait, Oman, Qatar, Saudi 
Arabia and United Arab Emirates. These studies have used different indicators to rank the 39 
GCC banks. The banks included in these studies have been chosen on the basis of having 
assets greater than US $ 250 million. The Research Unit Institute of Banking Studies 
(RUIBS), ranked the GCC banks in 1993 in accordance with the listing shown in table 4.32. 
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Table 4.32 
Ranking of GCC Banks By Different Financial Indicators4 
NAME OF BANK Assets Deposits Loans Equity Net profit ROE 
Arab Banking 1 2 1 3 4 25 Corporation 
National Commercial 2 1 2 1 5 33 Bank 
Riyad Bank 3 3 3 2 2 20 
National Bank of 
Kuwait 4 4 4 4 3 14 
Saudi American Bank 5 5 5 6 1 1 
Arab National Bank 6 6 7 9 6 4 
Gulf International Bank 7 7 6 11 9 10 
Al-Bank Al-Saudi Al- 
Fransi 
8 8 8 8 8 16 
National Bank of Dubai 9- 9 21 5 10 29 
National Bank of Abu 
Dhabi 
10 10 9 13 20 30 
Saudi British Bank 11 11 12 7 7 12 
Qatar National Bank 12 14 10 10 11 21 
Gulf Bank 13 13 19 12 15 23 
Saudi Cairo Bank 14 15 15 15 16 18 
Al- Bank Al- Saudi Al- 
Hollandi 
15 12 16 19 17 13 
Commercial Bank of 16 16 30 18 22 24 Kuwait 
Abu Dhabi Commercial 17 18 11 16 18 22 Bank 
Al- Ahli Bank of 
Kuwait 18 17 28 21 24 31 
Emirates Bank 
International 
19 19 13 17 14 6 
Mashreq Bank 20 20 14 20 13 3 
United Saudi 
Commercial Bank 
21 21 17 22 12 2 
Bank of Kuwait & 22 22 29 25 31 35 Middle East 
Burgan Bank 23 23 27 14 27 37 
National Bank of 
Bahrain 
24 24 22 24 19 8 
Bank of Bahrain & 
Kuwait 25 26 20 29 23 17 
Saudi Investment Bank 26 25 18 32 28 11 
Bank Al-Jazira 27 27 25 30 39 39 
Industrial Bank of 28 37 36 27 21 5 Kuwait 
Kuwait Real Estate 
Bank 29 28 37 23 30 36 
Doha Bank Limited 30 29 24 34 33 27 
National Bank of Oman 31 31 26 36 36 26 
Source: The GCC Banks: Financial Report (1991-1993), Research Unit-Institute of Banking Studies, Kuwait. 
4 
This was calculated based on the year of 1993. 
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Table 4.32 (Cont. ) 
Ranking of GCC Banks By Different Financial Indicators5 
NAME OF BANK Assets Deposits Loans Equity Net profit ROE 
Oman International 32 30 23 38 35 19 
Bank 
Commercial Bank of 33 32 31 31 26 9 
Dubai 
Bahrain Middle East 34 35 35 33 34 34 
Bank 
Bahrain International 35 38 38 28 29 32 
Bank 
Investment Bank for 36 33 33 37 38 38 
Trade & Finance 
Al-Ahli Commercial 37 34 32 35 32 7 
Bank 
Oman Arab Bank 38 36 34 39 37 15 
United Gulf Bank 39 39 39 26 25 28 
Source: The GCC Banks: Financial Report (1991-1993), Research Unit-Institute of Banking Studies, Kuwait. 
The RUIBS study, used financial indicators (assets, deposits, loans, equity, net profit, 
and return on equity), to rank each bank and evaluate its financial position relative to 
the other GCC banks. In other words, they ranked each bank according to the value of 
the indicators (shown in Table 4.32), were the highest value implies the highest rank. 
By definition this means that a bank could have a high rank in one indicator, but 
register a low rank in others. For example, the report ranked Al-Ahli Bank of Kuwait 
(ABK) 18 by asset indicator, but 31 by return on equity. It would, however, be better to 
use all of the indicators to arrive at an aggregate "average" rank of banks. This would 
facilitate the use of one rank for each bank, and lead to a far more efficient ranking 
process. In this respect it is useful to apply a weighted6 average rank, on the (RUIBS) 
report, as follows: 
n 
ö; = R; /E Ri R, i, n=1...... 39 R=1 
Where R is the bank rank, i is bank specific, and 6 is the weighted average rank. The new 
rank: NR is as follows: 
n 
NR=Eöi 
i=i 
s This was calculated based on the year of 1993. 
6Weighted: Factors rated can be valued so that each has different impact on final rating. 
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Then the final figure to be calculated (Table 4.36), is the average of NR, as follows: 
AVNR = NR/ Number of indicators. 
For example, Al-Ahli Bank of Kuwait (ABK) was ranked 18,17,28,21,24 and 31, in terms 
of assets, deposit, loan, equity, net profits and ROE respectively (see Table 4.32). Using the 
weighted average approach however, Al-Ahli is ranked 25, which is a better indication of its 
overall position relative to the other GCC banks (see Table 4.36). This weighting of 25 was 
arrived at by using the above formula in the following way: 
ABK was ranked 17 by' using ROE indicator according to (RUIBS), this ranking has been 
weighted by dividing it by its vector, as follows: 17 = 17 / 1+2+3+......... +17 = 17 /153 = 
0.1111. ABK, sum of the weighted average rank = 0.1053 + 0.1111 + 0.0690 + 0.0909 + 
0.0800 + 0.0625 = 0.5187 (see Tables 4.33-4.35). Therefore, the average of the weighted 
average rank of ABK = 0.5188 /6=0.08646, and that lead to the 25th rank, as shown in 
table 4.36. 
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Table 4.33 
Ranking GCC Banks by Weighted Average: Assets & Deposits 
NAME OF BANK Assets weighted Deposits weighted 
Assets Deposits 
Arab Banking Corporation 1 1.0000 2 0.6667 
National Commercial Bank 2 0.6667 1 1.0000 
Riyad Bank 3 0.5000 3 0.5000 
National Bank of Kuwait 4 0.4000 4 0.4000 
Saudi American Bank 5 0.3333 5 0.3333 
Arab National Bank 6 0.2857 6 0.2857 
Gulf International Bank 7 0.2500 7 0.2500 
Al-Bank Al-Saudi Al-Fransi 8 0.2222 8 0.2222 
National Bank of Dubai 9 0.2000 9 0.2000 
National Bank of Abu Dhabi 10 0.1818 10 0.1818 
Saudi British Bank 11 0.1667 11 0.1667 
Qatar National Bank 12 0.1538 14 0.1333 
Gulf Bank 13 0.1429 13 0.1429 
Saudi Cairo Bank 14 0.1333 15 0.1250 
Al- Bank Al- Saudi Al-Hollandi 15 0.1250 12 0.1538 
Commercial Bank of Kuwait 16 0.1176 16 0.1176 
Abu Dhabi Commercial Bank 17 0.1111 18 0.1053 
Al- Ahli Bank of Kuwait 18 0.1053 17 0.1111 
Emirates Bank International 19 0.1000 19 0.1000 
Mashreq Bank 20 0.0952 20 0.0952 
United Saudi Commercial Bank 21 0.0909 21 0.0909 
Bank of Kuwait & Middle East 22 0.0870 22 0.0870 
Burgan Bank 23 0.0833 23 0.0833 
National Bank of Bahrain 24 0.0800 24 0.0800 
Bank of Bahrain & Kuwait 25 0.0769 26 0.0741 
Saudi Investment Bank 26 0.0741 25 0.0769 
Bank Al-Jazira 27 0.0714 27 0.0714 
Industrial Bank of Kuwait 28 0.0690 37 0.0526 
Kuwait Real Estate Bank 29 0.0667 28 0.0690 
Doha Bank Limited 30 0.0645 29 0.0667 
National Bank of Oman 31 0.0625 31 0.0625 
Oman International Bank 32 0.0606 30 0.0645 
Commercial Bank of Dubai 33 0.0588 32 0.0606 
Bahrain Middle East Bank 34 0.0571 35 0.0556 
Bahrain International Bank 35 0.0556 38 0.0513 
Investment Bank for Trade & Finance 36 0.0541 33 0.0588 
Al-Ahli Commercial Bank 37 0.0526 34 0.0571 
Oman Arab Bank 38 0.0513 36 0.0541 
United Gulf Bank 39 0.0500 39 0.0500 
Source: Calculated by the author 
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Table 4.34 
Ranking GCC Banks by Weighted Average: Loans & Equity 
NAME OF BANK Loans weighted Equity weighted 
Loans Equity 
Arab Banking Corporation 1 1.0000 3 0.5000 
National Commercial Bank 2 0.6667 1 1.0000 
Riyad Bank 3 0.5000 2 0.6667 
National Bank of Kuwait 4 0.4000 4 0.4000 
Saudi American Bank 5 0.3333 6 0.2857 
Arab National Bank 7 0.2500 9 0.2000 
Gulf International Bank 6 0.2857 11 0.1667 
Al-Bank Al-Saudi Al-Fransi 8 0.2222 8 0.2222 
National Bank of Dubai 21 0.0909 5 0.3333 
National Bank of Abu Dhabi 9 0.2000 13 0.1429 
Saudi British Bank 12 0.1538 7 0.2500 
Qatar National Bank 10 0.1818 10 0.1818 
Gulf Bank 19 0.1000 12 0.1538 
Saudi Cairo Bank 15 0.1333 15 0.1250 
Al- Bank Al- Saudi Al-Hollandi 16 0.1176 19 0.1000 
Commercial Bank of Kuwait 30 0.0645 18 0.1053 
Abu Dhabi Commercial Bank 11 0.1667 16 0.1176 
Al- Ahli Bank of Kuwait 28 0.0690 21 0.0909 
Emirates Bank International 13 0.1429 17 0.1053 
Mashreq Bank 14 0.1538 20 0.0952 
United Saudi Commercial Bank 17 0.1111 22 0.0870 
Bank of Kuwait & Middle East 29 0.0667 25 0.0769 
Burgan Bank 27 0.0714 14 0.1333 
National Bank of Bahrain 22 0.0870 24 0.0800 
Bank of Bahrain & Kuwait 20 0.0952 29 0.0667 
Saudi Investment Bank 18 0.1053 32 0.0606 
Bank Al-Jazira 25 0.0769 30 0.0645 
Industrial Bank of Kuwait 36 0.0541 27 0.0714 
Kuwait Real Estate Bank 37 0.0526 23 0.0833 
Doha Bank Limited 24 0.0800 34 0.0571 
National Bank of Oman 26 0.0741 36 0.0541 
Oman International Bank 23 0.0833 38 0.0513 
Commercial Bank of Dubai 31 0.0625 31 0.0625 
Bahrain Middle East Bank 35 0.0556 33 0.0588 
Bahrain International Bank 38 0.0513 28 0.0690 
Investment Bank for Trade & Finance 33 0.0588 37 0.0526 
AI-Ahli Commercial Bank 32 0.0606 35 0.0556 
Oman Arab Bank 34 0.0571 39 0.0500 
United Gulf Bank 39 0.0500 26 0.0741 
Source: Calculated by the author 
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Table 4.35 
Ranking GCC Banks by Weighted Average: Net profit & ROE 
NAME OF BANK Net Profit weighted ROE weighted sum of 
Net Profit ROE weighted 
Arab Banking Corporation 4 0.4000 25 0.0769 3.6436 
National Commercial Bank 5 0.3333 33 0.0588 3.7255 
Riyad Bank 2 1.0000 20 0.0952 3.2619 
National Bank of Kuwait 3 0.5000 14 0.1333 2.2333 
Saudi American Bank 1 1.0000 1 1.0000 3.2857 
Arab National Bank 6 0.2857 4 0.4000 1.7071 
Gulf International Bank 9 0.2000 10 0.1818 1.3342 
Al-Bank Al-Saudi Al-Fransi 8 0.2222 16 0.1176 1.2288 
National Bank of Dubai 10 0.1818 29 0.0667 1.0727 
National Bank of Abu Dhabi 20 0.0952 30 0.0645 0.8662 
Saudi British Bank 7 0.2500 12 0.1538 1.1410 
Qatar National Bank 11 0.1667 21 0.0909 0.9084 
Gulf Bank 15 0.1250 23 0.0833 0.7479 
Saudi Cairo Bank 16 0.1176 18 0.1053 0.7396 
Al- Bank Al- Saudi Al-Hollandi 17 0.1111 13 0.1429 0.7505 
Commercial Bank of Kuwait 22 0.0870 24 0.0800 0.5720 
Abu Dhabi Commercial Bank 18 0.1053 22 0.0870 0.6929 
Al- Ahli Bank of Kuwait 24 0.0800 31 0.0625 0.5187 
Emirates Bank International 14 0.1333 6 0.2857 0.8672 
Mashreq Bank 13 0.1429 3 0.5000 1.0824 
United Saudi Commercial Bank 12 0.1538 2 0.6667 1.2004 
Bank of Kuwait & Middle East 31 0.0625 35 0.0556 0.4356 
Burgan Bank 27 0.0714 37 - 0.0526 0.4955 
National Bank of Bahrain 19 0.1000 8 0.2222 0.6492 
Bank of Bahrain & Kuwait 23 0.0833 17 0.1111 0.5073 
Saudi Investment Bank 28 0.0690 11 0.1667 0.5525 
Bank Al-Jazira 39 0.0500 39 0.0500 0.3843 
Industrial Bank of Kuwait 21 0.0909 5 0.3333 0.6713 
Kuwait Real Estate Bank 30 0.0645 36 0.0541 0.3902 
Doha Bank Limited 33 0.0588 27 0.0714 0.3986 
National Bank of Oman 36 0.0541 26 0.0741 0.3813 
Oman International Bank 35 0.0556 19 0.1000 0.4153 
Commercial Bank of Dubai 26 0.0741 9 0.2000 0.5185 
Bahrain Middle East Bank 34 0.0571 34 0.0571 0.3414 
Bahrain International Bank 29 0.0667 32 0.0606 0.3544 
Investment Bank for Trade & Finance 38 0.0513 38 0.0513 0.3269 
Al-Ahli Commercial Bank 32 0.0606 7 0.2500 0.5365 
Oman Arab Bank 37 0.0526 15 0.1250 0.3901 
United Gulf Bank 25 0.0769 28 0.0690 0.3700 
Source: Calculated by the author 
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Table 4.36 
Ranking the GCC Banks by the Average of the Weighted Average Rank 
NAME OF THE BANK 
WEIGHTED 
Average RANK 
National Commercial Bank 0.620915 1 
Arab Banking Corporation 0.607265 2 
Saudi American Bank 0.547619 3 
Riyad Bank 0.543651 4 
National Bank of Kuwait 0.372222 5 
Arab National Bank 0.284524 6 
Gulf International Bank 0.222367 7 
Al-Bank Al-Saudi Al-Fransi 0.204793 8 
United Saudi Commercial Bank 0.200066 9 
Saudi British Bank 0.190171 10 
Mashreq Bank 0.180403 11 
National Bank of Dubai 0.178788 12 
Qatar National Bank 0.151399 13 
Emirates Bank International 0.144528 14 
National Bank of Abu Dhabi 0.144375 15 
Al- Bank Al- Saudi Al-Hollandi 0.125077 16 
Gulf Bank 0.124649 17 
Saudi Cairo Bank 0.123263 18 
Abu Dhabi Commercial Bank 0.115485 19 
Industrial Bank of Kuwait 0.111887 20 
National Bank of Bahrain 0.108196 21 
Commercial Bank of Kuwait 0.095338 22 
Saudi Investment Bank 0.092083 23 
Al-Ahli Commercial Bank 0.089424 24 
Al- Ahli Bank of Kuwait 0.086458 25 
Commercial Bank of Dubai 0.086417 26 
Bank of Bahrain & Kuwait 0.084558 27 
Burgan Bank 0.082581 28 
Bank of Kuwait & Middle East 0.072593 29 
Oman International Bank 0.069216 30 
Doha Bank Limited 0.06643 31 
Kuwait Real Estate Bank 0.065028 32 
Oman Arab Bank 0.065018 33 
Bank Al-Jazira 0.064049 34 
National Bank of Oman 0.063543 35 
United Gulf Bank 0.06166 36 
Bahrain International Bank 0.05906 37 
Bahrain Middle East Bank 0.056894 38 
Investment Bank for Trade & Finance 0.054483 39 
Sourcc: Calculated by the author 
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Table 4.37 
Ranking the Kuwaiti Banks by the Average of the Weighted Average Rank 
Name of the Bank Weighted Rank 
National Bank of Kuwait 0.372222 5 
Gulf Bank of Kuwait 0.124649 17 
Industrial Bank of Kuwait 0.111887 20 
Commercial Bank of Kuwait 0.095338 22 
Al- Ahli Bank of Kuwait 0.086458 25 
Burgan Bank 0.082581 28 
Bank of Kuwait & Middle East 0.072593 29 
Kuwait Real Estate Bank 0.065028 32 
Source: Calculated by the author 
Figure 4.4 
Kuwaiti Banks Ranked by Weighted Average 
Using the weighted average ranking technique (Table 4.36), the Kuwaiti banks can be 
ranked as shown in table (4.37), and figure 4.4. Initially (Tables 4.33-4.35) each 
Kuwaiti bank had a different rank position depending upon which group of financial 
indicators were used, however, using a weighted average indicator (Table 4.36), the 
National Bank of Kuwait (NBK), Gulf Bank of Kuwait (GBK), Industrial Bank of 
Kuwait (IBK), Commercial Bank of Kuwait (CBK), AlAhli Bank of Kuwait (ABK), 
Burgan Bank (BB), Bank of Kuwait & The Middle East (BKME), and Kuwait Real 
Estate Bank (KREB), are uniformly ranked 5,17,20,22,25,28,29, and 32 
respectively amongst all the 39 GCC banks (see Table 4.37). In summary, the best 
financial performing bank of all the Kuwaiti banks was NBK which was ranked fifth 
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out of the 39 GCC banks. The worst performance amongst the Kuwaiti banks was 
KREB which was ranked 32nd. 
4.7 CONCLUSION 
Among the host of methods used for measuring performance, there are no golden 
rules which will lead to the best measure. As the chapter has show it all depends on 
which financial indicators are being used. Recently, analysts have used ratios to 
forecast financial performance relative to other comparable businesses. However, one 
must use the right measure of performance or ratio for particular businesses and this is 
extremely important if the measures are not to be misleading (Whiting, 1986). 
Moreover, it is important to emphasise that sole ratios are an incomplete measure of 
true efficiency. 
The overall financial performance of the Kuwaiti banks compared to other GCC banks 
is not especially good, although a great deal of progress has been made in the financial 
sector since the invasion in 1990. The financial performance of these banks varies 
according to which indicators have been used. Banks try to improve their financial 
performance in number of different ways. For example, some banks may restructure 
their portfolios to improve overall profitability. Another approach to improving 
performance is to merge banks, and CBK and BKME were the subject of a merger 
study in 1995 (Timewell, 1996). Overall, however, recent developments look 
promising with the expectation of a healthier financial sector. One may also conclude 
from this chapter that the best performing bank in Kuwait, based on the average 
weighted rank, is the National Bank of Kuwait. 
Although this chapter has used financial ratios to evaluate financial performance, it 
has also identified a number of disadvantages associated-with the use of ratios. Using 
other tools of analysis, therefore, is essential in resolving the problem of measuring 
performance. Understanding financial performance is regarded as the key to 
management control (Tyran, 1992). Therefore, the next chapter will discuss another 
approach to measuring bank performance, namely, management performance. 
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CHAPTER FIVE 
MANAGEMENT PERFORMANCE: 
LITERATURE REVIEW 
5.0 INTRODUCTION 
The previous chapter focused on the financial performance of the Kuwaiti banks. The 
goal of that chapter was to establish a general background and understanding of the 
concepts, the objectives, and relationships of the financial performance of the selected 
banks. However, it did not address the question of the management performance of 
the Kuwaiti banks. 
This chapter does this by reviewing the literature in an attempt to identify some 
management performance practices and relate them to some theories of management. 
The chapter commences with a review of some definition of performance 
measurement, and then discusses some of the underlying theories before moving on to 
discuss some practical aspects. In this respect, therefore, the chapter's primary goals 
are to address two questions: how should we best understand management 
performance?, and what are the fundamentals of good management performance in 
practice? 
There are many definitions of management performance: Sapp (1978) stated that 
management performance in a bank is the relative relationship of outputs to inputs 
between individuals or group of banks. Gomez-Mejie, Luis R. et al. (1987) defined a 
firms management performance as a composite of its financial success and the extent 
to which it maximises the welfare of its stockholders. In the last decade, management 
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as a science has established new areas such as management by objectives, 
management by systems and management by performance. Management by 
objectives is concerned with management setting its objectives, whereas, management 
by systems is concerned with controlling management by a set of objective criteria. 
Management performance is considered to be a relatively new subject compared to the 
other methods of management. 
In a conference in 1978, more than half of the companies, which had participated used 
management by objectives as a performance measure (Anderson, 1978). The broader 
concept of performance management has, however, been one of the most significant 
and positive developments in the world of management over the last five years. An 
interesting definitions of management performance which incorporates this broader 
perspective was identified by Armstrong (1994), when he claimed that it is a means of 
getting better results from the organisation, management teams and individuals, by 
understanding and managing performance within an agreed framework of planned 
goals, standards and attribute/competence requirements. In other words performance 
management is the process which is designed to improve organisational team work 
and individual performance, and which is owned and driven by line managers (figure 
5.1). 
Figure 5.1 
Management Performance Process 
Input Process Output Initial Outcomes Ultimate Outcomes 
Skills Individuals Z Measurable Impact on Impact on 
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Source: Author 
This sort of thinking explains most of the definitions of performance management. 
For example, Williams (1991), has defined performance management as the integrated 
process of objective setting, appraisal and pay determination which supports the 
achievement of the company's business strategies. Davis (1995) also defined 
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performance management as a joint process which involves both the supervisor and 
the employee, who identify common goals, which correlate to the higher goals of the 
institution. The main objective, however, in measuring the performance, irrespective 
of whether it is, financial or managerial, is to improve overall performance. In other 
words, having a strategic plan which provides the organisation with the ability to see 
where it should go, and doing those things necessary to get there. 
Leading on from this, the Human Resources Department at the University of 
California, San Diego, (1995), defined performance management as a joint process 
that involves both the supervisor and the employee, who identify common goals, 
which correlate to the higher goals of the institution. The Institute of Personnel 
Management (1992), has defined performance management as a term which 
represents an approach to setting and meeting organisational objectives through a 
process which involves the setting and meeting of objectives by business units and 
individuals. 
Plachy R. & S. (1988), defined performance management as being entirely concerned 
with communication. They also went on to develop this idea by describing 
performance management as an umbrella term that includes performance planning, 
performance review, and performance appraisal. This study will add to Plachy's 
umbrella term by including training activities, external environmental factors, and 
management performance measures. 
5.1 THEORIES OF MANAGEMENT PERFORMANCE 
EVALUATION 
Social scientists, and social practitioners who are concerned with enhanced social 
functioning, have developed a relatively small number of accepted measuring tools. 
The Rorschach school in the twenties, developed Murray's Thematic Apperception 
Test (1935), and the famous F-Scale (1950). There is, however, no single measuring 
tool that has universal acceptance (Lake, Dale et al, 1973). Opponents of these 
approaches typically advocate that these "projective" measuring techniques should 
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always be used in conjunction with more direct methods. Direct methods, include the 
standard pencil and paper measures, such as Strong's Interest Inventory and the 
Allport-Vernon-Lindzey Study of Values (1953). But others also include the kind of 
report that is based on careful interviewing. Riper (1958), traces the roots of 
performance appraisal to the US federal government in 1887. 
Modem performance appraisal programmes are consistent, however, with the 
assumptions of "Theory Y" (Kindall & Gatza, 1963). Fundamental to an 
understanding of "Theory Y" are the assumptions that the expenditure of physical and 
mental effort in work is as natural as play or rest; man will exercise self-direction and 
self-control in the service of objectives to which he is committed; commitment to 
objectives is a function of rewards, which are associated with their achievement; the 
average human learns, under proper conditions, not only to accept but also to seek 
responsibility (McGregor, 1960). Motivation Theory develops Theory Y by focusing 
on the individual and suggests ways in which the organisation might influence the 
way individuals seek to satisfy their own goals. However, expectancy theory, is 
important too because it takes into consideration individual's goals and the 
expectancies that they might have regarding actions which lead to those goals. 
Expectancy theory has been tested in the work environment by such researchers as 
Tolman, Edwards, Atkinson, Vroom, Fishbein, and others (Hegstad, 1978). It has 
been stated recently that this type of cognitive approach probably has more supporters 
than any other cognitive theory in psychology (Mitchell, 1973), and provides a unique 
insight into the thinking process of managers. Expectancy Theory as a model of 
motivation, for example, tells us that performance-related pay can play a part, but it is 
unlikely to be the only means of gaining improved performance (Wright, 1991). 
Other factors need to be taken into account as shown by figure 5.2 which illustrates 
performance management as an integrating force. 
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Figure 5.2 
Performance management as an integrating force 
Performance 
management 
Improving Reward 
individual aland management 
organisational / 
Developing skills improving 
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effectiveness 
Source: Armstrong, Michael, Performance Management, Kogan Page Limited, 1994. 
The literature suggests that appraisal systems with qualitatively-oriented performance 
standards may be better suited to managerial work than appraisal systems with more 
quantitatively-oriented performance standards. This is because the basic purpose of 
performance management is for managers and employees to discuss and work 
together in accomplishing the following three objectives: understand what work is to 
be accomplished, plan how the work will be accomplished, and determine whether the 
performance achieved the agreed objectives (Plachy, R&S, 1988). 
A few clarifications need to be made to some of the terms before the practical issues 
can be discussed. In particular, terms such as goals (or objectives), strategies, and 
strategic planning need to be discussed in further detail. The American Bankers 
Association (ABA), (1979), has defined goals (or objectives) as "where you want to 
be", and they use the acronym SMART as a useful guide in that objectives should be: 
Specific, Measurable, Agreed, Realistic, and Time-related (Williams, 1991). 
Strategies are concerned with "how you get" to where you want to be and; strategic 
planning is concerned with long-range planning which focuses on major goals and 
projects, typically over a three to five year period. 
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The Human Resource Department (HRD), at the University of California, (1995), 
defined an Employee as a person whose performance is managed. Performance 
Standards are written statements describing how well a job should be performed, and 
they provide a benchmark to evaluate work performance. Performance Evaluation is, 
therefore, a process of assessing, summarising, and developing the work performance 
of an employee. 
Plachy R. & S., (1988) have defined training needs as the process of developing the 
human resources within the organisation, and defined a job description as a guide or 
an overview to the results to be achieved by the incumbent. Wright (1991), has 
defined performance related pay (PRP), as that part of the financial (or financially 
measurable), reward which is linked directly to individual, team or company 
performance. 
Plachy R. & S., (1988) suggested that performance appraisal is primarily concerned 
with measurement and Devries et al, (1981) similarly, defined performance appraisal 
as the process by which an organisation measures and evaluates an individual 
employee's behaviour and accomplishments over finite time periods. Finally, 
Williams, (1991), defined performance appraisal as the review and discussion process 
which ensures employees receive feedback and assistance with their performance and 
development. 
This review of the definitions relating to performance appraisal reveals that there are 
many objectives in the process of performance appraisal. It is part of the planning 
process and involves monitoring the performance of individual employees and 
determining training needs. Similarly it involves motivating staff and can form a 
basis for setting pay levels. Fundamental to its acceptance and success is the need for 
communication between managers and subordinates, and agreement on work plans 
(Yeates, 1990). 
Flanagan and Bums, (1955), identified a new appraisal and development tool, called 
"the employee performance record". The performance record is not a yardstick or a 
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rating method but is a procedure for collecting the significant facts about employee 
performance. Stewart V. & Stewart A., (1977), stated that performance appraisal 
systems enable individuals who work in an organisation to plan and control their work 
better; to learn from their mistakes and profit from their successes; and to co-ordinate 
that work with the work of others with whom they interact. In this respect its major 
contribution is the opportunity it provides for the early detection of (and action on), 
poor performance (Meyer, Herbert et al, 1965). 
5.2 FINANCIAL INSTITUTIONS AND MANAGEMENT 
PERFORMANCE EVALUATION 
One may agree that traditional companies and institutions like banks require both 
financial and non-financial measures to gauge their performance. The National 
Association of Accountants (NAA) 1986, has claimed that non-financial indicators 
provide two advantages over quantitative measures. The first advantages relates to 
the fact that they are better equipped at handling complicated interactive data. The 
second advantages is that qualitative approaches are better able to predict the direction 
and timing of future cash flows. For example, improved management practice will 
improve efficiency and, therefore, increase cash flow and eventually profitability. 
There will, however, typically be a "time-lag" before improved management 
techniques reveal themselves in increased cash flow. 
The traditional approach to management performance, tended to focus on managers 
and subordinates were typically dealt with by an old-fashioned "value rating scheme". 
The ultimate objective of modern performance management is, however, to create a 
culture in which individuals and groups (managers and subordinates alike) take 
responsibility for the uninterrupted improvement of business processes including their 
own skills and contributions. 
In any organisation there are always some good managers for whom adopting the 
performance management approach is simply doing what comes naturally. There are, 
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however, many more managers (and subordinates) who need motivation, support, 
guidance and training, which can only be provided within a carefully developed and 
well defined framework of management performance. 
Management performance is concerned with both managing expectations as well as 
the more immediate day to day needs. One might suggest, therefore, that management 
performance is concerned with helping individuals to know and understand what is 
expected of them, but they also need to be involved in setting and determining 
expectations. 
Bank management performance is important to stock holders, market analysts, 
employees, top management, and customers and typically involves the sort of 
considerations showing in figure 5.3. 
Figure 5.3 
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Based on the literature review, the study will focus on a number of factors that affect 
the Kuwaiti bank's management performance. Figure 5.3 summarises the internal and 
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external factors (inputs), the actual process, and the output, of the management 
performance scheme, which will be dealt with in the following chapter. 
Financial and market performance are certainly not the only criteria to judge or 
measure the effectiveness of human resource management (Tsui, 1990). The survival 
of any firm, however, rests in part, on its ability to achieve and maintain a profitable 
position in the market place. Snell and Youndt., (1995), concluded in their study, 
that, the sort of inputs shown in figure 5.3 offer the best potential for improving, 
performance through Human Resource Management (HRM), but an orientation based 
solely on outputs and goals may be detrimental. However, the value of any HRM 
approach is determined by the type and level of administrative information available 
to executives. 
One of the most consistent and strongest findings in the social sciences is that goal 
setting is one of (but not the only) the major determinants of subsequent performance 
(Locke and Latham, 1990). In practice, however, it can be very difficult to find 
agreement on how best to measure and achieve progress toward these goals. A 
possible characteristic of setting different goals, is that they may conflict with one 
another. For example, personal goals may conflict with organisational goals. Conflict 
may also appears between branches as they compete for new business and this may 
make them reluctant to co-operate with each another. Good management should 
therefore use the information they gather from lower-level sources to help refine goals 
made at the upper levels in an endeavour to reduce conflict. 
The Institute of Personnel Management (IPM), 1992, found in their research, evidence 
to support the view that in some companies long term goals may be sacrificed by line 
managers in order to achieve short term targets. There can also be a danger of 
neglecting staff development in order to meet short term and medium term objectives. 
In this respect the long term objectives of the corporation could be sacrificed for more 
immediate or personal aspirations and objectives (Jr. William, 1992). 
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Mohrman A. & S. (1995), stated that "Performance management" is a broad term that 
has come to stand for a set of practices through which work is defined and reviewed, 
capabilities developed, and rewards distributed in organisations. It may encompass 
goal setting, work selection and placement, performance appraisal, compensation, 
training and development, and career management. Performance Measurement is, 
however, primarily a tool which enables management to make decisions, and 
therefore it must provide as much relevant information as possible to the decision 
makers. 
Formalised staff appraisal started in the 1920s, and was originally predominately a 
phenomenon of large, American Corporations. A survey of 94 American companies 
in the 1950s, showed salary reviews and promotion to be the two most important aims 
of appraisal (Holdsworth, 1991). 
Today it is recognised that performance management is a worthwhile activity which 
has a wide range of benefits and objectives going far beyond staff appraisal (Beatty, 
1989; Haston and Pawlak, 1990; Schneir, 1989). For example, there are the positive 
effects on boss/subordinate relations and an improved clarity of work objectives for 
individual employees (Institute of Personnel Management, 1992). From a bank's 
perspective, if it does not satisfy customers needs, they will be inclined to seek out 
alternatives and take their business elsewhere. Chakravarty, et al (1996), stated that 
banks must maximise their opportunities to create and increase customer satisfaction 
which will lead to greater profits. Similarly Tbor (1995), mentioned that customer 
satisfaction is reflected in current market share. This suggests that one could measure 
customer satisfaction by using market share as an indicator. The results of a study 
done by Hegstad (1978), indicated that organisational performance and internal 
agreement or management accord were significantly correlated. The study also 
suggested that their was a positive relationship between the degree of worker 
participation and performance. Rather interestingly the study found no correlation 
between performance and education level. 
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Lucas' study, (1975), is relevant to the present research because one of its main 
findings was that branch performance is closely connected with the supervisor's 
"rating" of the branch and the assistant manager's performance. These two factors 
were closely related to branch managers, performance and in some instances related to 
the branch manager's immediate superior. This coincides with Parkan (1987) who 
stated that the operational productivity of a bank branch is a measure of the efficiency 
of its management. 
Wittering, (1996), stated that there is often a miss-match between what the business 
wants and needs and the training that is actually delivered. It is no longer practical to 
measure the success of training by the effectiveness of knowledge and skill in the 
training room. The quantifiable measure of training is how successfully the skills of 
the training room transfer to the work place and this is the responsibility of the line 
manager. No amount of training will change a manager's personal values, if he or she 
does not want to change them (Plachy, R. & S., 1988). Stewrat V. and A. (1977), 
stated that once training has the reputation of being associated with punishment, or 
has no real relevance in the work place, the motivation to learn is lost. A training 
course should be conducted in a relaxed atmosphere, in which participants experiment 
with new ways of doing things in the knowledge that if they make a mistake, it 
doesn't matter. 
From the Public Manager's (1995) Annual Survey for Federal Management, it is 
apparent that performance-related pay, is probably the most controversial element of 
modern day performance management (Sweeney and Hyde, 1995). For example, in a 
survey published in Personnel Today and conducted by Wyatt (1990), 58 percent of 
personnel managers said that performance related pay was ineffective in their 
organisations. In contrast Yeates (1990), mentioned in his study, that there is a link 
between performance and pay in most salary administration system. Similarly 67 
percent of personnel managers responding to an IPM survey (1992) claimed that 
performance-related pay arrangements supported improved performance. The annual 
survey for federal management revealed some differences in attitude towards pay for 
performance system over a relatively short period of time. For example, 15 percent of 
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the sample population were in-favour of a pay for performance system in 1995 
compared with only 11 percent in 1993.1 Federal managers also supported systems 
which enhanced their personal skills and abilities on the job. The study also revealed 
modest but positive support of employee participation schemes (IPM, 1990). 
Despite the apparent disagreements in the effectiveness of performance pay schemes, 
they have become increasingly central to the personnel agenda in recent years. There 
is growing evidence that performance related pay (in some form) is being more 
widely introduced in both the private and public sectors. The IPM survey (1992) 
suggested that there was little, if any, association between type of organisation (high- 
performance, public and private sector organisations) and the operation of 
Performance Related Pay (PRP) schemes. 3 Indeed, the most successful organisations 
are as much likely to use PRP as the least successful. 
Howcroft & Wells (1989), claimed that internal efficiency is very much a function of: 
recruitment and training, increased access to data, improved communications, 
simplification of management infrastructure and the organisation of the business 
along functional lines that reflect the various business sectors. Staff commitment to 
quality service, however, is largely determined by the cultural context into which the 
service message is received. If the culture does not support the message then, at 
worst, it will make it totally ineffective or, at best reduce its impact within the 
organisation. A cultural environment beneficial to customer satisfaction must, 
therefore, be created and supported by senior management. 
Many studies have found a strong relationship between mean salary levels and the 
size of the organisation. Employees, especially those at the upper income levels, were 
remunerated for achieving growth in sales, a rise in the number of employees, or some 
other general measure of firm size. Thus, employees at larger firms were likely to 
receive higher salaries regardless of their performance. Traditionally, salary programs 
'The target population was 750 managers, but the actual response rate was 249 managers (33%). 2See various reports from IDS and IRRR, as well as articles in the Financial Times. 
3The term PRP should not be confused with the Profit Related Pay schemes encouraged by 
government. 
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were centrally driven and based on established pay grades with well-defined ranges 
for each grade. Strict guide lines were formulated to determine which range 
employees would fall. This highly structured approach proved to be inconsistent with 
the effort to promote financial and economic goals. Moreover, competitive pressures 
and a more rational approach to management are forcing companies to re-evaluate the 
manner in which remuneration plans are administrated. If remuneration plans are 
truly designed to reward performance, a strong relationship should exist between 
mean salary levels and measures of productivity and profitability. Perhaps the most 
comprehensive standard of profitability is return on assets (ROA) measured as net 
profit divided by total assets. Another important measure of performance is a firm's 
return on equity (ROE), which is determined as the ratio of net profit to equity. 
Tbor (1995) stated in his article that a comprehensive performance measurement 
system must provides information on both level and trend. Most measurement 
systems make the mistake of not linking trends and level of information. A mix of 
measures must be consistent with reward, recognition, and management style. 
Continuing this idea of trend and level, Elyasiani, Elyas et al (1994), study showed 
that there was a significant link between financial ratios and efficiency indexes. 4 The 
findings also suggested that efficiency indexes should be considered as a supplement 
to financial ratios in order to monitor the performance of banking firms more 
effectively. 
Webster (1995), concluded that there is no evidence to suggest that larger banks pay 
higher salaries. He also found that mean salaries had no relationship to the number of 
bank employees. Perhaps most interesting however, was the finding that banks with a 
higher ROE provided employees with lower mean remuneration. It should be 
emphasised that Webster's conclusions could be misleading as the only variable in his 
analysis displaying a statistically significant relationship with mean salary was ROA 
and that a rise in ROE was accompanied by a reduction in the mean salary of the 
°(Sherman and Gold, 1985; Aly et at., 1990; Elyasiani and Mehdian, 1990; Ferrier and Lovell, 
1990), production frontier techniques are used to calculate a number of efficiency indexes 
introduced by Farrell (1957) and Fare et at. (1985). 
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banks employees. This probably suggests that mean salary is based on ROA 
performance rather than size. 
Condrey's (1994), survey of federal managers provided a number of interesting results 
on management performance: in the first instance it identified a positive linkage 
between pay and performance; second, managers whose performance was assessed 
using qualitative performance standards were more likely to report that "Performance 
Management and Recognition Systems" (PMRS) motivated them; third, managers 
assessed by qualitative performance standards were also less likely to report that they 
were disappointed with their most recent performance related award; fourth, managers 
assessed utilising qualitative performance standards were more likely to report that 
their work quality, efficiency and effectiveness had increased; fifth, teamwork was 
encouraged by qualitative systems; and sixth, supervisors had a tendency to give the 
same performance rating regardless of performance. These results indicate that 
appraisal systems utilising more qualitatively-oriented performance standards 
generally strengthen the pay-performance link; engender positive assessment of merit- 
based compensation systems, facilitate the supervisory role and help create higher 
levels of organisational trust and commitment. 
Bracker and Pearson (1986) stated in their article that numerous studies on successful 
and unsuccessful small businesses have found that a lack of planning or inadequacies 
in a firm's planning process may contribute to a firm's failure, while planning 
processes that are well-developed, soundly implemented and properly controlled 
contribute to a firm's success (Robinson, 1980; Sanford, 1982; Timmons, Smallen 
and Dingee, 1977; Tootelian and Gaedeke, 1978; and Vozikis and Glueck, 1980). 
Similarly Robinson and Pearce (1983), have found a significant relationship between 
planning and performance in small banks. Hensley's (1994), study which focused on 
strategic planning concluded that: "banks with high performance would choose 
different operations strategies than those which performed at lower levels". 
Waller & Novack's (1995), study revealed that managers with more experience and 
higher organisational rank performed better than those with less experience and lower 
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status. Gomez-Mejia, Luis et al (1987) mentioned in their article that the pay of chief 
executive officers (CEOs) was found not to be related to the performance of firms 
(Deckop, 1987, Lawler, 1971; Redling, 1981; Rich & Larson, 1984; Roberts, 1959) 
and other evidence suggests that changing top management has less effect the larger 
the organisation (Grusky, 1963; Kriesberg, 1962). Lothian (1987) stated in his book 
that, a high turnover of staff is wasteful in terms of recruitment and training, a low 
turnover on the other hand is seen to be a measure of staff contentment. 
Finally two studies by Feild & Holley (1977) and Fisher, (1979), tested the common 
assumption that managers avoid giving low performance feedback. Both studies 
however found that this was not the case. However, Fisher (1979), found that if the 
supervisor is required to give feedback on a low performing employee, there is a 
tendency to "inflate" the ratings to make the discussion less uncomfortable. 
5.3 CURRENT MANAGEMENT PERFORMANCE EVALUATION 
POLICES IN KUWAITI BANKS 
The literature review (Mohrman, A&S, 1995) suggest that traditional performance 
management approaches are deficient for four main reasons: 1) they focus too heavily 
on the individual; 2) they rely too much on the manager; 3) they focus too heavily on 
separate administrative practices; and 4) they focus too heavily on the past. 
This study builds on the strengths of the previous empirical work related to the 
management performance of Kuwaiti commercial banks. It also attempts to deal with 
the methodological problems associated with these studies. The main impetus for this 
current study, however, is based on the fact that some banks may lose customers if 
management and the organisation is not operated efficiency. In this respect 
management performance systems are closely related to customer retention strategies. 
This study may therefore help banks to improve their position relative to other banks 
by focusing on management-performance. 
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All of the banks which constitute this study operate under the umbrella of the Central 
Bank of Kuwait, which supervises the quality of executive and management staff in 
Kuwaiti banks. This was agreed by article Number (68), as amended under Decree 
Law number (36) 1992. Article (68) which states the following: 
"It is a condition that any person who is required to be a member of a bank's board of 
directors, or in charge of the executive staff of a bank, or deputy or assistant thereof 
shall appropriately satisfy the following requirements (Central Bank of Kuwait, 
1977): 
1-He should not have been adjudged guilty of an offence involving dishonesty, 
misconduct, or breach of trust; 
2-He should not have been declared bankrupt; 
3-He should not have defaulted on a loan; 
4-He should be of good reputation; 
5-He should have adequate experience in banking, and financial or economic affairs; 
6-He should not be a member of a board of directors or staff in any of the other 
banks operating in the State of Kuwait. 
Chairmen of Kuwaiti banks are also obliged to notify the central bank of any directors 
who have been nominated as such within thirty days prior to the date fixed for the 
General Assembly meeting, held to elect members of the board of directors. 
Moreover, the Central Bank of Kuwait must also be kept informed of the names of 
any candidates standing for a senior position in a Kuwaiti commercial bank. The 
Central Bank also has the right, within twenty-one days from the date of notification, 
to object to the appointment of any executive senior manager. 
Having established the overall powers of the central bank and how it influences the 
appointment of executives and senior management in Kuwaiti commercial banks, the 
analysis can now be focused on previous studies in the area of management 
performance in Kuwaiti banks. 
One of the findings of the RUIBS study (1982) was that most of the Kuwaiti banks, 
did not have complete job descriptions and that job titles were not good indicators of 
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responsibilities. The RUIBS (1984) study, revealed that the Kuwaiti banks were also 
slow in doing transactions, had bad relations with customers, did not provide enough 
services, and had inflexible management. From the employees perspective the best 
aspect of job satisfaction in the financial services sectors was the level of 
remuneration and the "package" associated with working for a bank i. e. holidays, 
health care, accommodation allowance, staff relations, promotion, etc. A RUIBS 
study in 1985/86, identified similar problems to the 1982 and 1984 studies but in 
addition focused on inadequate mail correspondence, slow procedures, lack of 
flexibility, no indication of any improvement in the level of customer service, lack of 
co-operation between staff and bad or weak communication (RUBIS, 1993). This 
study also indicated that their was a very limited role for personal relations (Wastah) i. 
e. relationship banking in managing corporate customers. The corporate sector 
evidently preferred using objective standards in choosing and making comparisons 
between the banks. As a consequence speed in doing transactions, low service cost, 
accuracy, a bank's reputation, and trust in management were the main criteria for 
choosing a bank. 
Based on a study by RUIBS in 1993, which was concerned with a comparative 
analysis of the Kuwaiti banking sector and their customers, the most important bank 
was NBK which had the highest number of customers (36 percent), followed by GBK 
(19 percent), CBK and ABK (13 percent each), KFH (9 percent), BKME (5 percent), 
BB (3 percent), and finally, Branch BBK and KREB (less than 1 percent). 
Furthermore, the same study, showed that most of the customers dealt or had 
relationship with a single bank. The relative size of the customer base of these banks 
might have a bearing on their management performance systems and this idea is 
developed later in this study. 
The same RUIBS study (1993) also measured the performance of Kuwaiti commercial 
bank through customer satisfaction as shown in table 5.1. 
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Table 5.1 
Kuwaiti Commercial Banks and Customer's Overall Satisfaction 
Bank Non Satisfy Neutral Satisfy Total 
Al-Ahli Bank 10 15 75 100 
Burgan Bank 23 15 62 100 
Commercial Bank of Kuwait 12 27 61 100 
Gulf Bank Kuwait 7 16 77 100 
National Bank Kuwait 6 15 79 100 
Bank of Kuwait and the Middle East 14 24 62 100 
Source: RUIBS, 1993. 
Table 5.1 indicates that, NBK with a satisfaction rate of 79 percent, was the "best 
bank" from the customers' point of view. Furthermore, NBK was also ranked first in 
terms of profit in 1993 (see Table 4.28 ). GBK was the second best bank with a 77 
percent satisfaction rate, and interestingly it was also second in terms of profit in 1993 
(Table 4.28). This suggests that there might be a significant positive relationship 
between customer's satisfaction and profit. On the other hand, BB and BKME both 
with a 62 percent satisfaction rate, were ranked fourth in terms of customer 
satisfaction but were ranked only sixth and seventh, respectively, in terms of profit in 
1993.5 Similarly, ABK with a 75 percent satisfaction rate was third in terms of 
customer satisfaction, but was only ranked fifth in terms of profit in 1993 (Table 
4.28). CBK with a 61 percent satisfaction rate was the worst performer from a 
customer satisfaction point of view, but was ranked fourth in terms of profit in 1993. 
Customer's satisfaction might, therefore be a function of management performance 
rather than size or profit. However, there are many other variables which affect bank 
customers satisfaction and ultimately their loyalty. The RUIBS (1993) study 
suggested that these variables would typically include: bank reputation, privacy and 
confidentially, employees efficiency, number of ATMs and size and location of 
branches. A study by Mohammed, M and Al-Rashed, W., (1993), concluded that the 
Gulf Bank of Kuwait (GBK) benefited from customer trust and loyalty in 1990-91. 
This trust was due to the bank's credit policy during this period and explains why the 
5The ranking by profit, which was done in 1993 by RUIBS, included eight banks, six commercial 
banks, and two specialised banks (IBK & KREB), which were excluded from this part of study. 
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percentage of credit loans to total deposit increased to 22 percent, thereby boosting 
profitability during this difficult period. 
It would appear that some of the Kuwaiti banks do not have adequate procedures for 
measuring management performance. In some banks for example the level of current 
performance is determined by deeply fundamental and long established patterns of 
behaviour rather than by continually reviewing objectives. There is a range of 
methods and techniques available for tracking management performance. For 
example: regular data collection; planned checks; regular inspection; customer 
surveys; market surveys; and other checks which involve market testing (CCTA, 
1993). However, the recognised method of evaluating the performance of employees, 
supervisors or managers in the Kuwaiti commercial banks is through an "appraisal 
form", which is sometimes referred to as a "performance evaluation and development 
plan" (see Appendix VI). This method of performance evaluation was observed by 
the researcher in a number of Kuwaiti banks and was discussed during the interviews 
with senior managers. 
5.4 CONCLUSION 
The literature survey has established that management performance is a relatively new 
approach in financial institution, especially banks. The survey has identified a 
number of different factors (internal & external) which may affect a bank's 
management performance. The internal factors are: human resource planning, human 
resource training, management recruitment policy, promotion (pay) and previous 
appraisals; and the main external factors are: technology, information, customer 
satisfaction, and personal and job-related information. 
The next chapter will, therefore, discuss a methodology for measuring the effect of the 
internal and external factors on the management-performance of Kuwaiti commercial 
banks. In this respect the literature survey is extremely important in helping to 
develop the research methodology. In particular it facilitated the identification of 
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appropriate interview questions and also was fundamental in the construction of the 
definitive questionnaire. 
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CHAPTER SIX 
RESEARCH METHODOLOGY 
6.0 INTRODUCTION 
This chapter examines the methodology used to gather data on bank management 
performance. The bank population, sample population, and respondent population are 
described in this chapter, as well as the methodology used to analyse the data and test 
the hypotheses. 
There are many alternative research methodologies available in the literature, such as 
interviews, questionnaires, experiments, observations, field research, focus groups and 
so on (Dey, 1993). The methods of collecting data varies according to the core 
problem of the study. Many researchers believe that interviews (telephone and face- 
to-face) are a better method of collecting data than questionnaires, whereas, others 
consider observation to be more appropriate in getting enough information and 
reducing subjectivity. Much of what is known about the difference between telephone 
and face-to-face surveys comes from a study carried out in 1976 by Groves and Kahn 
(1979) (Schuman & Presser, 1981). The most important conclusions from this work 
were that: there are households without telephones especially in developing 
countries; it is more difficult to ascertain costs with face-to face surveys; and face to 
face surveys can take longer and make the interviewee impatient. On the other hand, 
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face to face interviews can be less expensive and the response rates seem to be better 
than telephone interviews (Warwick and Lininger 1975). Direct observation is 
another approach which is considered to be an important way of collecting data, 
especially in descriptive research (Bader, 1975). In fact a variety of data collection 
methodologies are available and frequently used to test hypotheses and determine 
extant practices. 
Two methodologies which were considered to be applicable for this research were: 
face-to-face interviews and questionnaires. Interviews are a more personal form of 
research methodology than questionnaires. In the personal interview, the interviewer 
works directly with the respondent. Unlike mail surveys, the interviewer has the 
opportunity to probe or ask follow-up questions. Moreover, interviews are generally 
easier for the respondent, especially if opinions or impressions are sought. However, 
interviews can be very time consuming and they are also resource intensive. 
Furthermore the interviewer is part of the "measurement instrument" and therefore 
they have to be well trained in how to respond to any contingency. As for 
questionnaires, when most people think of them, they think of mail surveys. All of us 
have, at one time or another, received a questionnaire in the mail, but there are many 
advantages associated with mail surveys. For example, they are relatively 
inexpensive to administer; you can send the same instrument to a wide number of 
people and they allow the respondent to complete it at their own convenience. 
However, there are some disadvantages such as low response rates; and they are not 
necessarily the best vehicle for requesting detailed written responses. 
This study attempts to draw on the methodological problems found in past studies, 
and furthermore, tries to narrow the gap between management performance and 
achieving long-term goals. The sources of the data which related to the management 
performance of the commercial banks are essentially three-fold: documentary 
sources, mail questionnaires, and face-to-face interviews. This study was conducted 
in the banking industry because it is large enough to provide an adequate sample for 
statistical analysis and government mandated regulations require banks to publish and 
make available financial data on their performance. Six commercial banks were 
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included in the study: the National Bank of Kuwait (NBK), the Gulf Bank of Kuwait 
(GBK), the Commercial Bank of Kuwait (CBK), Burgan Bank (BB), AlAhli Bank of 
Kuwait (ABK), and Bank of Kuwait and The Middle East (BKME). The banks 
participated in two distinct ways: by completing questionnaires and by (face-to-face) 
interviews with senior executive. As shown in figure 6.1, additional information 
regarding the sample banks was obtained from published annual reports. 
Figure 6.1 
STAGES OF COLLECTING EMPIRICAL DATA 
Interviews Responses (12) Management 
from Top managers Policy 
7 
-/1 
z 
The process of collecting management policy data is through interviews with top managers. 
Z 
Questionnaires 
Responses (96) 
from branch managers 
Management 
Performance 
The process of collecting management performance data is through questionnaires from branch managers . 
Published Annua 
Reports E> 
Analysis of Financial 
Reports 
Financial 
Performance 
The process of analyzing financial performance is through published Annual Reports. 
Source: Author 
6.1 THE OBJECTIVE OF THE STUDY 
As mentioned in the introductory chapter the research objectives can be summarised 
as follows: 1)to ascertain whether there is a real need for evaluating management 
performance in the Kuwaiti banks; 2)to identify the various management performance 
approach (es), which are currently being used by Kuwaiti banks; and 3)to generate 
recommendations that might improve the overall performance of the study banks. 
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6.2 RESEARCH HYPOTHESES 
In the first instance no less than 28 hypotheses were identified, however, in the light 
of the preliminary questionnaire and interviews (see figure 6.2), these were eventually 
reduced to five. In consideration of the research objectives, a number of hypotheses 
and a number of testable hypotheses (in the null form)' were generated. A null 
hypothesis is a hypothesis which implies the assumption that some factor has no real 
effect or that some difference does not exist (Ashford, 1988). 
The Institute of Personnel Management (IPM), 1992, found in their research, that, 
there can be a danger of neglecting staff development in order to meet short and 
medium term objectives (Jr. William, 1992). Wittering, (1996), stated in his article 
that there is often a mismatch between what the business wants and needs, and the 
training that is actually delivered. No quantity of training will change a manager's 
personal values, if he or she does not want to change them (Plachy, R. & S., 1988). 
Stewrat V. and A. (1977), stated in their book that once training has the reputation of 
being synonymous with punishment, or has no real relevance in the work place, the 
motivation to learn is lost. Howcroft & Wells (1989), stated in their article that 
internal efficiency is very much a function of recruitment and training, (they also 
mentioned increased access to data, improved communications, reduction in 
management infrastructure and organisation of the business along functional lines that 
reflect the various business markets). From these studies and the literature survey in 
general the following hypothesis was identified: 
H1 Management performance is not dependent on management training. 
Bracker & Pearson, ( 1986) stated in their article that many studies on successful and 
unsuccessful small businesses have found that a lack of planning or inadequacies in a 
firm's planning process may contribute to a firm's failure, while planning processes 
that are well-developed, soundly implemented and properly controlled contribute to a 
'Many researchers prefer null hypothesis as a way for testing there results, because it means they were 
not found suddenly. Therefore, when the null hypotheses (HO) is rejected, the research's 
alternative hypothesis (H1) will be more strong and supported, pp. 393. (Bader, 1975 and 
Anderson et al, 1996). 
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firm's success (Robinson, 1980; Sanford, 1982; Timmons, Smallen and Dingee, 1977; 
Tootelian and Gaedeke, 1978; and Vozikis and Glueck, 1980). Likewise Robinson 
and Pearce (1983), have found a significant relationship between planning and 
performance in small banks. Hensley's (1994), study which focused on strategic 
planning concluded that: "banks with high performance choose different operating 
strategies compared to those with lower performance levels". One of the findings of 
the RUIBS study (1982) was that most of the Kuwaiti banks, did not have complete 
job descriptions, which may imply a lack of strategic planning, and which in turn 
might effect their management performance. From previous studies and the literature 
survey the following hypothesis was identified: 
H2 Management performance is not dependent on management resource planning. 
The Expectancy Theory, as a model of motivation, tells us that performance-related 
pay can play a part in improving performance, but it is not the only way or necessarily 
the best way of gaining improved performance (Wright, 1991). From the Public 
Manager's (1995) Annual Survey for Federal Management, it was clear that 
performance-related pay, was probably the most controversial element of modern day 
performance management (Sweeney & Hyde, 1995). Similarly, in a survey conducted 
by Wyatt (1990) 58 percent of personnel managers said that performance related pay 
was ineffective in their organisations. In contrast Yeates (1990), suggested that there 
is a link between performance and pay in most salary administration systems. 
Condrey's (1994), survey of federal managers, also recognised a positive linkage 
between pay and performance. Likewise 67 percent of personnel managers 
responding to an IPM survey (1992) claimed that performance-related pay 
arrangements supported improved performance and there is increasing evidence that 
performance related pay (in some form) is being more widely introduced in both the 
private and public sectors. The IPM survey (1992) implied that there was little, if 
any, relationship between type of organisation (high-performance, public and other 
private sector organisation) and the operation of Performance Related Pay (PRP) 
schemes. From these findings and the literature survey in general the following 
hypothesis was identified: 
H3 Management performance is not dependent on performance related pay. 
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Mohrman A. & S. (1995), mentioned in their article that performance measurement is 
primarily a tool which enables management to make decisions, and therefore it must 
provide as much relevant information as possible to the decision makers. There are 
also positive effects on the boss/subordinate relationship, and the work objectives for 
individual employees can be clearly ascertained. 
From a bank's viewpoint, if it does not satisfy its customers needs, they will take their 
business elsewhere (Beatty, 1989; Haston and Pawlak, 1990; Schneir, 1989). 
Chakravarty, et al (1996), stated in their article that banks must maximise their 
chances to create and increase customer satisfaction in order to increase profits. 
Similarly, Tbor (1995), referred to the fact that customer satisfaction is mirrored in 
current market share. 
Senior management should therefore use the information they gather from lower-level 
sources to help set goals and objectives which do not cause conflict and ideally reduce 
it (Locke & Latham, 1990). Howcroft & Wells (1989), for example stated in their 
article that staff commitment to quality service, is largely determined by the cultural 
context into which the service message is received. If the culture does not support the 
message then, at worst, it will make it totally ineffective or, at best reduce its impact 
by introducing conflicts within the organisation. A cultural environment beneficial to 
customer satisfaction must, therefore, be created and supported by senior 
management. 
In order to develop effective performance management strategies, an organisation 
must also determine its internal polices by taking into account external market factors. 
The literature on the importance of these external factors is varied and there is a dearth 
of empirical evidence relating to Kuwait. An insight into the available literature and 
the main findings is provided by the following: RUIBS (1985/86), suggested that 
their was a very limited role for "personal relations" (Wastah) i. e. relationship 
banking in managing corporate customers. However, when the RUIBS (1993) study 
of the performance of Kuwaiti commercial banks as measured through customer's 
satisfaction (shown in Table 5.1) is compared with the results of ranking banks by 
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profit (shown in Table 4.28) there is a clear suggestion that there might be a 
significant and positive relationship between customer's satisfaction and profit. The 
RUIBS (1993) study also revealed the most important factors in determining customer 
satisfaction. These included: bank reputation, privacy and confidentially, employees 
efficiency, number of ATMs and size and location of branches. From this abridged 
discussion and from the literature survey it become clear that external environmental 
factors could possibly effect management performance and the following hypothesis 
was identified: 
H4 External environmental factors have no affect on management performance. 
In order to test this hypothesis eight sub-hypotheses were proposed: 
H 4a-The local economy has no affect on management performance. 
H 4b-Changes in bank regulations have no affect on management 
performance. 
H 4c-Customer satisfaction has no affect on management performance. 
H 4d-Inadequate information technology resources have no affect on 
management performance. 
H 4e-Bank size has no affect on management performance. 
H 4f-Bank location has no affect on management performance. 
H 4g-Social and personal relations (ties) (Wastah) have no affect on 
management performance. 
H 4h-Cultural considerations have no affect on management performance. 
A study by Hegstad (1978), indicated that there was no correlation between 
performance and the education level of managers but Waller & Novack's (1995), 
study revealed that managers with more experience and higher organisational rank 
performed better than those with less experience and lower status. From these 
personal and job-related information studies, the following hypothesis was identified: 
H5 Personal and job-related information has no affect on management 
performance. 
In order to test this hypothesis more rigorously seven sub-hypotheses were proposed: 
H 5a-Management performance is unaffected by the educational qualifications 
of the manager. 
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H 5b-Management performance is unaffected by the manager's nationality. 
H 5c-Management performance is unaffected by the manager's age. 
H 5d-Management performance is unaffected by the manager's gender. 
H 5e-Management performance is unaffected by the manager's monthly 
salary. 
H 5f-Management performance is unaffected by work experience. 
For purposes of testing hypothesis H5fa further three sub-sub-hypotheses 
were proposed: 
H5 fl-Management performance is unaffected by the number of years 
in employment. 
H5 f2-Management performance is unaffected by the number of years 
in the current bank. 
H5 f3-Management performance is unaffected by the number of years 
in the present position. 
6.3 FIELD SURVEY PLANNING 
This stage of the research extended from December 1996 to June 1997. As previously 
stated the field survey only covered commercial banks (NBK, GBK, CBK, BB, ABK, 
and BKME). The interviews were conducted with top level management (see Table 
6.3). These managers were chosen rather than members of the board of directors, 
because they are more "permanent" and have executive responsibilities within the 
banks. Two interviews were conducted with each of the study banks, i. e. 12 in total. 
As part of planning the interviews, the researcher made enquiries to ascertain what 
time would be most convenient for the respondents. Based on the researcher's 
experience of the banking system in Kuwait, it was decided that two interviews a 
week was a realistic target. The best time for conducting interviews and collecting the 
questionnaires was between 12 a. m. to 2.00 p. m. (RUIBS, 1986). Furthermore, the 
best days for interviewing and collecting the questionnaires was during the second and 
the third week of the month. 
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6.4 RESEARCH METHODS 
The importance of methodology was succinctly captured by Saunders (1994) when he 
claimed that it was the: "foundation of good research" (p 359). Accordingly, the 
researcher used the three-phase approach depicted in figure 6.2. This three-phase 
approach will be discussed later during the discussion of the research methods. 
The key issues of the research i. e., H 1) management performance and training; H 2) 
management performance and resource planning; H 3) management performance and 
performance related pay; H 4) management performance and the external 
environment; and H 5) management performance and jobs related information, were 
examined through interviews and questionnaires. The questionnaires were distributed 
to 108 branch managers through the main offices of each bank and 97 (89.8 percent) 
were eventually returned. This part of the field survey was conducted simultaneously 
with 12 face-to-face interviews with senior executives i. e. two interview per study 
bank. 
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Figure 6.2 
Three-phase Research Methodology 
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Preliminary Questionnaire and 
Interviews 
FLiterature Review 
Developing Hypothesis 
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Postal Survey and Face to Face follow-up 
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Modifying Hypothesis Perform Statistical Tests and 
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7U 4 
Modifying Structured Development and Identification 
questionnaire and Interview of theories and Concepts 
4 4 
Pre-test by pilot interviews Design final Questionnaire Suggestions for improvement i 
and questionnaires and Interviews performance of banks 
Identify potential Respondents 
and Get Commitment 
u Formal Questionnaire Survey 
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Source: Saunders, 1994, as modified by the author 
6.4.1 QUESTIONNAIRE 
The questionnaire was designed to obtain branch manager's perceptions about 
management performance in their respective banks and ascertain the effect this had on 
bank performance. The questionnaire was developed by the researcher who utilised 
previous studies on management performance (Shrydeh, 1979; Hegstad, 1978; 
Hensley, 1994; Mejia, L. , et. al., 1987; Tbor, 1995; Condrey, 1994; Sweeney, and 
Hyde, 1995; Cma, and Nanni, 1994; Webster, 1995; Wambay, and Stewart, 1995; Al- 
Shammari, 1994; RUIBS, 1986; RUIBS, 1993; Armstrong, 1994). The main 
additions to these previous studies was the emphasis on the performance-related pay 
linkage and the effect of external environmental factors on management-performance 
(see section IV., and V. in Appendix II). In order to have a clear and objective 
questionnaire, it was pre-tested on a number of bank branch managers at NatWest 
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bank in Loughborough, UK. The final questionnaire was then distributed to the 
sample population. 
The questionnaire consisted of six sections which relate to the five main research 
hypotheses H 1-H 5: the first section is concerned with management performance 
appraisal; the second section is related to management training (H 1); the third section 
is related to management resource planning (H 2); the fourth section is concerned with 
performance-related pay (H 3); the fifth section focuses on the external environmental 
factors (H 4); and finally, the sixth section is concerned with personal and job related 
information (H 5). 
The questions used in this questionnaire were closed-end questions2, with five 
categories of response provided (strongly agree, agree, neither agree nor disagree, 
disagree, and strongly disagree). A blank space was also provided at the end of each 
section for any additional comment. This type of question was used because it was 
deemed to be efficient, specific in measuring attitudes, and relatively easy to complete 
(Robson, 1993). The estimated time for answering the questionnaire was 
approximately 20 minutes, and perhaps just as important it required no financial or 
confidential data. Prior to the field survey, the questionnaire was translated into 
Arabic, the native language of the research population (see appendix III). This 
translation process was accomplished with the assistance of postgraduate Arabic 
students in the Economics Department at Nottingham University, UK., and it was 
further checked by a bilingual expert. Both the Arabic and English readings were 
given to the postgraduate students to assess the questionnaires clarity and to assess the 
time needed to complete it. As stated before to test the appropriateness of the 
questions (from the manager's perspective), it was distributed to a number of branch 
managers at NatWest bank. 
The questionnaire was designed to serve two primary purposes. The first was to 
identify the current framework of management performance in Kuwaiti commercial 
banks. The second purpose, was to establish the level and sophistication of each 
2A closed ended question is one in which the respondent is offered a choice of alternative replies. 
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study bank's performance. In other words, to identify specific elements that affect 
management performance in individual banks and categories them into: management 
training activities; management resources planning; assessment of performance- 
related pay; external environmental factors; and personal and job-related information. 
The questionnaire consisted of six categories (as indicated before): the first category 
was concerned with management performance appraisal and consisted of 24 
questions. Categories two-five were designed to analyses the impact of "survey 
variables"3 such as management training activities (17 questions), management 
resource planning (20 questions), the assessment of performance-related pay (7 
questions), and the effect of external environmental factors on management- 
performance (2 questions). The sixth (and final category) was concerned with 
personal and job-related information (7 questions). These variables (factors), were 
identified and adapted from Armstrong's guidelines on standard performance (1994). 
The categories and the utilisation of the classification questions are presented in 
appendix II and the following chapter will present the detailed analytical findings of 
the questionnaire. 
Potential participants were advised about the nature of the study before it took place. 
The first step was to establish contact with influential individuals and senior officials 
within the banking sector to assist with the progress of the research. This was 
important because in the Arab culture personal and social contacts are very effective 
in gaining access to organisations (Muna, 1980; Al-Faleh, 1987; and Al-Shammari, 
1994). In order to make the questionnaire more attractive and more interesting to 
respondents it was presented in booklet form, and one hundred and twenty copies 
were printed. Subsequently primary appointments with the managers at the main 
office of each study bank were arranged and an introductory letter from the 
researcher's employer (Business Studies College in Kuwait), and the University 
(Loughborough) in UK, were prepared. 
Characteristics of the elements of a population to be measured on a survey (Ashford, 1988). 
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A directory of financial institutions published by (RUIBS) was obtained. This 
directory contained the name, PO Box, address and telephone number of all the 
Kuwaiti study banks. Taking into account the low response rate associated with mail 
questionnaires, all of the branch managers in each study bank were targeted. 
Initially, it was thought that the best way to distribute the questionnaires was by mail. 
However, as the mail in developing countries is unreliable this approach was 
discounted (Warwick and Lininger, 1975). This is especially the case in Kuwait 
(RUIBS, 1986), therefore, consideration was given to distributing the 108 
questionnaires to the branches, (which were located all over Kuwait), personally by 
the researcher. This idea was rejected for two reason, firstly it is time consuming, and 
secondly branch managers will not necessarily co-operate. A plan was therefore 
arrived at between the researcher and senior managers in each study bank to distribute 
the questionnaires. Senior management in each of the study banks agreed to distribute 
the questionnaires through their internal mailing system via their main offices. A 
number of closed envelopes (equal to the number of branches), were provided to each 
main office for distribution. Each envelope contained a copy of the questionnaire, a 
letters of introduction (as outlined above), and a note from the main office to persuade 
branch managers to co-operate (see appendix V). After one month, a follow-up 
questionnaire was sent to all non-respondents. Ten calendar days after the second 
questionnaire, all non-respondents were telephoned and urged to complete the 
questionnaires. 
The data sample was extremely representative of the Kuwaiti commercial banks and 
as table 6.1 indicates the response rates from each bank were very good, ranging from 
100-76 percent. This good response rate was facilitated by the fact that the general 
managers in the study banks were personally involved in ensuring that the 
researcher's requirements were met, and all expressed an interest in receiving an 
analysis of their banks. When enquiries were made of non responses they typically 
related either to poor job satisfaction or not receiving full recognition from superiors. 
As for any missing data (i. e. forgot to answer, don't know, refused, not applicable), 
the Statistical Package for Social Sciences (SPSS) automatically excludes system- 
155 
Chapter Six: Research Methodology 
missing values from its calculations of means, standard deviations and other statistics 
(Kinnear and Gray, 1995, p. 35). 
Table 6.1 
Final Questionnaire Responses From the Kuwaiti Commercial Banks 
Bank 
Name 
Distributed Received No 
Response 
Response 
Rate 
NBK 35 31 4 88.6% 
CBK 21 16 5 76% 
GB 17 16 1 94% 
BKME 12 12 0 100% 
BB 11 11 0 100% 
ABK 12 11 1 91.7% 
Total 108 97 11 89.8% 
Sources: Author (Filed Work) 
6.4.2 INTERVIEWS 
The interviews were a modified version of an interview approach developed and used 
by Al-Shammari, 1992. The essential difference is that this study is related to 
Kuwaiti commercial banks, whereas Al-Shammari's study related to Bahrain's 
financial institutions. Several interview questions in this study used a likert-scale, but 
the majority were open or free-answer types which were not followed by any kind of 
choice. The chief advantage of this open type of question is the freedom it gives to 
respondents but they can also be difficult to analyse (Oppenheim, 1966). 
Prior to the field work, the interview questions (like the questionnaire) were first 
translated into Arabic, the native language of the research population (see appendix 
IV). This translation process was accomplished with the assistance of postgraduate 
Arabic students in the Economics Department at Nottingham University, UK., and it 
was further checked by a bilingual expert. Both the Arabic and English readings were 
given to the postgraduate students to assess the interviews clarity and to assess the 
time needed to do it. Second, the interview questions were tested by an interview 
with several managers at NatWest bank. Many useful clues were gained from these 
pre-interviews. For instance: they were useful in determining the length of time the 
interview would take (approximately 50 minutes). The importance of writing down 
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and checking answers to the questions immediately after the interview was also 
established. A dictaphone machine was found to be invaluable in this respect. 
The primary purpose of the interviews was to obtain the views of senior management 
on two broad issues: the first issue was concerned with human and management 
resources planning which also included, management recruitment and selection, 
management performance appraisal, management potential assessment, and 
promotion & succession planning. The second issue, was concerned with 
management training and other development activities (see Appendix I). 
In order to arrange the interviews, the offices of the general managers of each study 
banks were telephoned to arrange appointments. Two of the Assistant General 
Managers (AGMs) of these banks declined to participate in the study. One of them 
claimed to have "no time", and the other said that "there would be no benefit in 
interviewing him". 
While interviewing the senior managers, the researcher obtained an estimate of the 
number of employees and an overall profile of each bank (see Table 6.2). Two senior 
managers were interviewed from each study bank. In total, therefore, twelve 
managers were interviewed during working hours, with one exception, who was 
interviewed after working hours. These senior managers were either: executive 
managers in the human resources division, assistant (deputy) general managers, or 
executive managers in various line positions. 
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Table 6.2 
A Brief Profile of the Kuwaiti Commercial Banks 
Name 
Year of 
incorporation 
Capital 
KD million 
1994 
No. of 
employees 
No. of 
Kuwaiti 
employees 
No of 
11lKuwaiti4 Managers' 
No. of 
operating 
branches 
No. of 
ATMs 
NBK 1952 140.399 1111 434 159 35 51 
CBK 1960 69.994 638 152 43 18 28 
GBK 1960 78.177 622 200 70 16 23 
BKME 1971 49.5 429 140 60 11 16 
BB 1967 68.8 401 133 50 10 11 
ABK 1967 80 518 164 45 9 18 
Total 486.87 3719 1223 427 98 147 
Source: Annual Reports 
These senior executives were employed in the six study banks and table 6.3 presents a 
brief profile of their job titles. 
Table 6.3 
Interviews with Senior Managers of Kuwaiti Commercial Banks 
Bank Name Manager Position 
- Executive Manager Human National Bank of Kuwait (NBK) Resources Division 
- Adviser C. G. M 
- Assistant General Manager 
Commercial Bank of Kuwait (CBK) Retail (Senior Manager) 
- Senior Manager Internal 
Audit 
- Head Human Resources 
Gulf Bank (GBK) Division 
- Chief Internal Auditor 
- Head of Human Resources Bank of Kuwait and The Middle East (BKME) Division 
- Deputy General Manager 
- Senior Manager 
Burgan Bank (BB) - Exec. Manager Admission 
Dept 
- Manager, Human Resources 
AlAhli Bank of Kuwait (ABK) Division 
- Assistant General Manager 
Automation Services Division 
Source: Author (Filed Work) 
4 The number of managers of each bank were taken during the interviews with senior managers of each 
bank. 
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6.5 ANALYTICAL TOOLS 
Many analytical tools are found in the literature, such as repertory grid, content 
analysis, statistical analysis, grounded theory and so on (Dey, 1993). As each and 
every variable (factor) used in this study, can't be covered in a single question, a 
group of questions was used to address each of the hypothesis. Categorisation based 
on "types of data" (Diamantopoulos & Schegelimilch, 1997) was used for grouping 
the questions to provide a better insight into each of the variables (factors) to interpret 
the data of the interview responses and questionnaires were categorised into twelve 
sections: quantity, participation, attitudes, evaluation, objectives, Wastah6, selection, 
information, planning, support, needs, and changes as shown in table 7.1 (in the next 
chapter). In recent years there has been a growing interest in statistical methods that 
can be used for developing and presenting descriptive data and the Statistical Package 
for Social Sciences (SPSS), was used in the following way: 
6.5.1 Questionnaire Tools 
Most of the data collected from the questionnaires were either based on nominal or 
ordinal scales which are generally regarded as appropriate for non-parametric methods 
i. e. methods which are not primarily concerned with the parameters of a normal 
probability distribution. Under these conditions ordinal or rank scale is appropriate 
because it is essentially concerned with categorising responses in a "natural order" 
according to the following criteria: strongly agree, agree, neutral, disagree, strongly 
disagree. In contrast a nominal scale would be appropriate where the scale is a scale 
of measurement consisting of a set of categories which cannot be arranged in a natural 
order, i. e., where objects are either identical or totally different. For example, 
nationality, gender, geographic area, and social class (Ashford, 1980, and 
5An attitude is a state of readiness, a tendency to act or react in a certain manner when confronted with 
certain stimuli (Oppenheim, 1966). 
6This social phenomenon, where a third person is designated to act as an intermediary between two 
people is very common in Arab society. Personal influence is very helpful in getting decisions 
made and things done, so people often ask someone with influence to represent them (Nydell, 
1987). 
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Diamantopoulos, and Schlegelmilch, 1997). Specifically the analysis in this study 
used the following techniques: 
-Frequency Distribution: The non-parametric data was analysed using univariate 
analysis-description. Univariate analysis-description consists of: frequency 
distribution (absolute frequencies, relative frequencies, and cumulative frequencies); 
measures of central tendency (mean, median, and mode); measures of 
dispersion/variability (range, variance, and standard deviation) (Diamantopoulos, and 
Schlegelmilch, 1997). Frequency distribution interpretation is greatly enhanced when 
percentages are available (RUIBS, 1993) and percentage analysis in turn depend to a 
large extent on using cross tabulation which facilitates a more in depth analysis of the 
data (Marsh, 1995). 
A contingency table which is used in the analysis, was defined by Ashford (1988) as a 
table showing the numbers of elements having certain defined characteristics, based 
upon a classification of one or more attributes. Similarly Anderson et al, 1996, 
defined a contingency table as a table used to summarise observed and expected 
frequencies for tests of independence. 7 Apart from testing for levels of independence, 
contingency tables also present numerically what the three-dimensional bar charts 
does graphically (Marsh, 1995). 
-Means: Means were used to analyse some of the questions. The definition of the 
arithmetic mean of say a set of n measurements yl, y2, y3, ...., yn 
is equal to the sum 
of the measurements divided by n (Mendenhall, 1979). In other words, the arithmetic 
mean is the ratio of the sum of a set of observations to the number of observations 
(Ashford, 1988). 
-Cross-tabulation: Cross-tabulation is defined as a tabular method that can be used 
to summarise the data relating to two variables simultaneously with the classes for one 
variable being represented by rows and the other variable being represented by 
? (Stochastic, of two events or random variables) Knowledge about one event (or random variable) 
provides no information about the second event (or random variable) (Ashford, 1988). 
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columns (Anderson et al, 1996). Cross-tabs helped to generate the contingency tables 
from the nominal or ordinal data. 
6.5.2 Interviews Tools 
The tools used to analyse the interviews were as follows: 
-Close-end question tables: Closed-end question tables were prepared to analyse, 
compare, and contrast the responses of different managers, during the interviews 
(Table 7.22 and 7.23 in appendix VII). 
-Check-list matrix: A checklist matrix was also used to analyse the field data. The 
basic principle is that the matrix includes several components of a single coherent 
variable, though it does not necessarily order the components (Miles and Huberman, 
1994). In other words, the checklist contain terms which the respondent understands 
and which concisely expresses their answers to open-ended question (Oppenheim, 
1996). 
This display (matrix) is helpful for understanding the flow, location, and connection 
of events (Miles, 1994). It is also helpful for exploratory eyeballing and can lead to 
more causal explanations. The matrix facilities comparisons with similar matrixes 
from other cases in the study and can provide a good thumbnail sketch of the studies 
key findings for use in the conclusion chapter (Miles p. 93). A check-list approach 
makes data collection more systematic, promotes verification, encourages 
comparability, and permits simple quantification where it is appropriate (Dey, 1993) 
(see appendix VII tables 7.24-7.26). 
-Content analysis: Content analysis is typically used for qualitative data similar to 
that collected in the interviews. Content analysis allowed the study to undertake a 
general overview of the data (see also appendix VII tables 7.22-7.26) and to, draw 
some broad conclusion. Just as important it also allowed the researcher to compare 
and contrast the study banks, and to examine more than one column at a time. 
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6.6 CONCLUSION 
This chapter has provide a theoretical framework for the empirical phase of this study 
and has covered: the stages of collecting empirical data; presented the hypotheses; 
and explained the methodology. 
The chapter also translated the objectives of the research into meaningful issues for 
the field survey. These issues which incorporated into the questionnaire and the 
interviews served as the bases for investigating and studying the management 
performance of Kuwaiti commercial banks. 
This chapter has also covered a description of the analytical tools which will be used to 
analyse the data. The analysis along with its results, will be discussed in-depth in the 
following chapter. 
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CHAPTER SEVEN 
RESEARCH ANALYSIS 
7.0 INTRODUCTION 
This chapter focuses on the research analysis which is based on the methodology 
discussed in the previous chapter. In addition to the introduction and conclusion, this 
chapter includes four sections. The first section deals with the cross tabulation of the 
results, and provides the reader with more detailed analysis of the Kuwaiti banking 
sector. The second section deals with the categorisation of the questions in the 
questionnaire and interviews. Finally, the third and fourth sections present the 
analysis and the results of the interviews and the questionnaire. This chapter will also 
address the hypotheses of the study and some broad conclusions will be formulated. 
7.1 CROSS TABULATION ANALYSIS 
Age by sex 
Fifty two percent of the managers who responded to the questionnaire were aged 
between 35-44 years and 74 percent of them were male and the remaining 26 percent 
were female. The majority (96 percent) of females were aged less than 45 years old 
due to the fact that they retire ten years earlier than their male contemporaries who 
retire at 55 years (this has been recently amended to 60 years old). Largely because of 
the Kuwaiti culture, men, therefore, dominate in the banking industry. 
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Nationality by sex 
Forty percent of the managers were male Kuwaitis and 26 percent were female 
Kuwaitis, 23 percent were male Arabs, 6 percent were males from the Gulf States and 
5 percent were male "others", i. e. from other countries. 
Nationality by age 
The Kuwaiti respondents were predominately in the age band 35-44 (subject to what 
has been said earlier: age by sex). The Arab respondents were aged between 35-55, 
Gulf respondents were aged between 35-44 and "others" respondents were aged 
between 45-55. "Others" were, therefore, generally older and occupied more senior 
management positions because of their additional experience. 
Gender by educational qualification 
The majority of managers (50 percent) had a university degree and were male, 22 
percent of female respondents had a university degree, 10 percent of males had a 
diploma (a two year period of study after secondary school), 6 percent of females had 
a diploma, and the remaining 6 percent were males with a higher degree. 
Nationality by years in present position 
Due to the Iraqi invasion, most of the Kuwaiti managers (83 percent) had held their 
present positions from between 1-7 years. This short period also reflected the Kuwaiti 
bank's policy of rotating managers within the organisation (managers were typically 
rotated every 2-3 years). 48 percent of the Arab managers had held their present 
positions from between 2-4 years, 75 percent of the Gulf managers from between 2-4 
years and 50 percent of "others" from between 1-2 years. It seems that most of the 
non-Kuwaiti managers took their present positions during the period 1992-1994 when 
all banks were busy in reorganising their management structures. 
Nationality by monthly salary 
The salary's of the majority (72 percent) of the Kuwaiti managers varied between KD 
801-2000 and this variation generally reflected the respective manager's position, 
educational qualification and experience. The Arab and Gulf's managers salaries did 
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not exceed KD 1000, but in contrast "others" managers salaries exceeded KD 2000 
reflecting their experience and the specialised nature of their contracts. 
Banks by monthly salary 
No pattern could be detected which suggested that larger banks paid higher salaries. 
Indeed there was no difference or significant discrepancy between the rates of 
managers pay across the study banks. The data, however, did reveal that the monthly 
salary of the respondents (94 percent) was between KD 601-2000, four had salaries 
between KD 501-600, but one "others" manager had a salary which was more than 
KD 2000. 
Nationality by qualification 
Seventy five percent of Kuwaiti managers and all of the Gulf managers held a 
university degree. The Gulf managers were usually employed in more junior 
management position or were involved in technical work. Sixty four percent of Arab 
managers held a university degree and were generally employed in middle 
management positions. Most of the managers with higher degrees were foreigners 
("others") who worked as senior managers in large branches. 
In conclusion, a pattern could be detected from this cross tabulation which suggested 
that personal and job-related information (age, gender, nationality, educational 
qualification, manager's position, work experience, and monthly salary) had an affect 
on management performance. For example, better educated and more experienced 
managers tended to hold more senior positions, and Kuwaitis and "others" similarly 
occupied positions of more responsibility. 
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7.2 CATEGORISATION OF QUESTIONNAIRE & INTERVIEW 
QUESTION 
All of the questions relating to the interviews and questionnaires were categorised 
under a number of different headings (variables). These headings were quantity, 
participation, attitude, evaluation, objectives, Wastah, selection, information, 
planning, support, needs, and changes. This categorisation helped the researcher to 
analyse the results and gain a better understanding of the interviews and the 
questionnaire results (see table 7.1). Interviews tables were constructed using a 
condensed summary or checklist matrix approach. Approximately 96 pages of 
material have been condensed into just 11 pages of tables 7.22-7.26 (see appendix 
VII). 
7.3 INTERVIEWS ANALYSIS 
The interviews commenced and concluded with a number of closed ended questions 
which are reported at the end of this section (see also appendix VII table 7.22+7.23). 
This apart the analysis and interpretation of the interviews will follow the same broad 
heading which are revealed in table 7.1, starting with: MRS, MPA, MPAPSP and 
MTDA. 
7.3.1 Management Recruitment and Selection (MRS) 
When ABK was analysed the researcher found that internal recruitment was based on 
performance observation, and job vacancies. External recruitment methods utilised 
interviews, head hunters, advertisements, public relations and an emphasis was placed 
on academic qualifications, and work experience. However, the most important factor 
was "job relevancy", which was assessed by interviews, probationary periods, and 
sometimes by the manager's own judgement. There was little evidence of a uniform 
view on the bank's policy on management recruitment and selection by senior 
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management as different answers for the same questions were obtained from the two 
managers interviewed. 
BB's internal recruitment methods were similarly based on interviews and job 
vacancies. External recruitment methods were likewise based on head hunters and 
interviews but with additional emphasis on recommendations. The bank tried to 
match the individual to the job description and an emphasis was placed on 
professional qualifications and leadership style. The most important factor, however, 
was related experience, which was typically determined by personal experience as 
verified by references. 
CBK's internal recruitment methods were different in the sense that emphasis was 
placed on the individuals efficiency in the job and recommendations from senior 
managers. External recruitment methods incorporated head hunters, and an emphasis 
on cross checking information (via c. v. 's. and interviews). Like BB, emphasis was 
placed on banking qualifications and related experience, which was determined by 
overall performance in previous employment. 
BKME's internal recruitment methods put emphasis on a 3-6 months probationary 
period and the recommendations of direct managers. External recruitment methods 
incorporated head hunters, interpersonal skills, and psychometric testing. Emphasis 
was placed on both academic and banking qualifications and overall competence in 
the job. The most important factor however was personality, which was assessed by 
interview, references, and psychometric testing. 
GBK's internal recruitment methods placed emphasis on internal advertisements, staff 
were placed into positions on a three month trial period and the overall culture was 
essentially supportive. External recruitment methods once again placed an emphasis 
on head hunters and recommendations from professional associates. Qualifications 
focused more on banking experience rather than academic or professional 
qualifications, interpersonal skills and rather interestingly computer skills. The most 
important factor, however, was job competencies which were assessed by the 
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recruiting manager. GBK's recruitment policy was orientated towards Kuwaiti 
nationals and the annual report stated that in 1992,63 % of all management position 
where occupied by Kuwaitis. 
Finally, NBK has a policy of recruiting from within whenever possible subject to the 
satisfaction of executive managers. When the bank recruits from outside emphasis is 
placed on head hunters, interviews, and a three months probationary period is the 
usual practice. Emphasis is placed on professional and academic qualifications and 
practical experience in a banking environment. The most important factor, however, 
is the individuals ability to fulfil the banks objectives in terms of maximising overall 
profitability, efficiency and market share. 
With regard to management recruitment and selection (MRS) of all Kuwaiti banks. 
Most of the banks tried to fill junior management positions from within and there was 
a definite culture of promotion from within. With more senior positions all of the 
banks used head hunters to recruit from outside. Similarly all of the banks placed 
emphasis on experience which emerged as the most important factor in recruitment 
and selection. Most of the banks also recruited (both externally and internally) 
managers on a trial period or probationary period which usually lasted for 
approximately three months (see appendix VII table 7.24). 
7.3.2 Management Performance Appraisal (MPA) 
When the results from Al-Ahli Bank of Kuwait (ABK) were analysed the researcher 
found that their approach to management performance depended on management by 
objectives (MBO), and they used performance appraisal as a method of evaluating 
individual performance. The primary management objective was to improve the 
performance of both managers and the bank. Similarly with Burgan Bank (BB), their 
approach was also based on a modified MBO system. Their main objectives, 
however, were slightly different being to maximise bank profitability and reduce 
costs. The National Bank of Kuwait (NBK), similarly uses measures based on MBO 
and like BB appraisal and promotion is closely linked to the banks strategic plan. 
169 
Chanter Seven: Research Analysis 
In contrast to the above banks, the Commercial Bank of Kuwait (CBK) does not use 
MBO but utilises measures which depend on an appraisal from direct managers and 
an assessment of the overall performance of the branch in which the staff member 
works. CBK's primary objectives are staff motivation and satisfaction, and emphasis 
is placed on appraisal forms and interviews with immediate superiors (managers). 
The Bank of Kuwait and The Middle East (BKME), places emphasis on the quality of 
an individual's performance and time management as measures of management 
performance. BKME also relies exclusively on appraisal forms rather than interviews, 
etc. The primary objectives of BKME are to perform according to the organisations 
internal standards of quality and fulfil the bank's objectives. I 
The Gulf Bank of Kuwait (GBK), utilises psychological measures such as team work, 
work habits, job knowledge, and customer service, and they use appraisal forms and 
direct manager observations to assess the performance of individual members of staff. 
Rather interesting is the fact that there was no clear view on the overall process of the 
management performance appraisal system. In other words the emphasis on 
observation made the process very subjective and consequently there was no uniform 
approach. The banks objectives in appraising staff were perceived in terms of rewards 
and accountability, and the primary objectives were to adjust manager's grades and 
fulfil the bank's strategic plan. 
In general most of the Kuwaiti banks had some sort some of performance measure, 
which depended on MBO. However, these methods, were not always clearly 
explained in the interviews. Most of the banks also mentioned MBO in their strategic 
plans and all of the managers agreed that the main objectives of management 
performance appraisal was to improve the performance of both managers and the bank 
alike. Despite the lack of clarity in specific MBO methods, all of the interviewees 
claimed that their respective banks had sound practices and clear criteria for 
promotion. 
'All of the study banks had broadly the same objectives namely to increase profitability and market 
share. 
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7.3.3 Management Potential Assessment, Promotion and Succession Planning 
(MPAPSP) 
The researcher found that with ABK their approach to management potential 
assessment, promotion and succession planning focused on training and experience of 
working on big projects. Promotion takes the form of annual pay rises and giving 
managers more responsibilities and the criteria for promotion typically includes 
experience, personality, and motivation skills. These factors were typically tested by 
the bank using interviews, monitoring the improvement of staff, and by written 
acknowledgement of good performance. In BB, their approach to career development 
incorporates regular written appraisals and promotion comes in the form of additional 
responsibilities and additional financial rewards. The factor choices or criteria for 
promotion are mainly based on job descriptions and individual efficiency in the job. 
These factors are tested by interviewing staff and internal performance reports. CBK 
also uses a career path approach but uses job rotation to provide staff with additional 
experience. The criteria for determining promotion includes a report by a manager 
and a discussion between the manager and his staff and special emphasis is placed on 
the commitment of the staff to the work. The most important factor choice is 
experience but being a Kuwaiti citizen is also very important in gaining promotion. 
These factors are tested by the bank's senior management through interviews and by 
taking references from within the bank. 
BKME focuses on promoting a healthy environment with an emphasis on internal and 
external training. Their primary criteria for promotion is the ability to work in teams 
and the ability to perform unusual or extraordinary tasks. Factor choices are overall 
performance and "realistic thinking" which is tested by the bank in terms of 
performance in the job, achieving objectives and interviews with direct managers. In 
GBK, the methods for assessing management potential for promotion include the 
accomplishment of the individual as measured against the strategic plan of the bank, 
working in teams and career planning. Promotion typically manifests itself in sharing 
decision making and greater financial reward and the choice factors focus on work 
experience and personal abilities. These factors are tested by appraising actual 
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performance in the job and by senior managers interviewing subordinates. Finally in 
NBK promotion assessment focused on forward planning and training. The factor 
choices are overall efficiency, experience as an acting manager, and "overall 
influence" in the office. These factors are tested by comparing the performance of 
individuals against each other and against pre-designated targets. 
With regard to management potential assessment, promotion and succession planning 
(MPAPSP) of all Kuwaiti banks few had a clear policy regarding management 
recruitment and selection. This was concluded from the diverse answers from senior 
managers both within and across the study banks. All of the managers agreed, 
however, that experience was important. The common method of assessment 
throughout the study banks was to interview staff in order to assess promotion 
potential. Rather interestingly, only a few banks used performance results and the 
performance of individuals as criteria for promotion. 
7.3.4 Management Training and Development Activities (MTDA) 
When the interviews from ABK were analysed, the researcher found that their was no 
apparent training policy but further enquiry revealed that this was simply because the 
training program was not yet complete. The approach to training is therefore 
somewhat ad hoc but emphasis is placed on computer skills (and technology) and 
managers frequently attend training courses outside Kuwait. The necessary skills at 
ABK depend on relevance to the job and emphasis is placed on the individual to 
attend. The evaluation of management training is assessed by informal meetings 
rather than formal testing and the primary objective is to improve job performance. 
The annual report, stated that the bank provided in-house and external training 
programs for 400 employees during 1994. 
The primary objectives of training policy at BB were to develop and improve 
management performance, and thereby achieve the bank's objectives. Training needs 
are determined by the observations and recommendation of immediate managers and 
the training courses themselves place an emphasis on technical skills and developing 
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interpersonal skills. The evaluation of the management training programme is done 
by feedback forms from staff and presentations on courses. BB's training usually 
takes place in the evening and this disadvantages female staff who do not normally 
work in the evenings because of family commitments. This is a concern of 
management and was raised by both managers in the interviews. The training budget 
was about KD 250,000, in 1994 and this was earmarked for both internal and external 
(overseas) training. 
Like ABK there was no training policy at CBK but this was because management 
promotion and development was based on performance in the job and training is done 
in the work place rather than on courses. Formal training, therefore, does take place 
and training needs are assessed by discussions between staff and managers and by 
appraisals. In training CBK puts an emphasis on developing product knowledge, 
interpersonal skills and generally promotes from within (interestingly, the 
management turnover is very low). Management training was evaluated by feedback 
reports from both the trainee, and the trainer, and an emphasis was put on 
performance in the branch. The social environment in Kuwait is such that banking is 
not seen as a glamorous occupation and CBK has found it difficult to motivate staff in 
training. Despite the emphasis on training in the work place, CBK employs a full 
time training manager, and during 1993, staff training courses were arranged for 376 
members; (out of a total staff of 703) 260 in-house and 116 at the Institute of Banking 
Studies (CBK, 1993). 
The objectives of the training policy at BKME are to improve the efficiency and the 
performance of individual staff members. Training needs are determined on an 
individual basis and personal targets are set during appraisal meetings. Training is 
evaluated through its relevance to practice, and by the attendance of participants. 
Unlike BB training takes place in normal working hours (i. e. not in the evenings) and 
although this may disrupt the normal day's work it did not disadvantage female staff. 
During 1993 the bank examined all possible options for training, including in-house 
programmes, external courses and use of the Institute of Banking Studies facilities. A 
total of 123 training courses were offered covering 9,207 training hours; these were 
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attended by 207 trainees in various banking disciplines and 47 % of all those 
attending were Kuwaitis (BKME, 1993). Various other longer training programmes 
were organised and carried out in conjunction with the Institute of Banking Studies 
(BKME, 1994). 
The primary objectives of management training at GBK are to increase the number of 
Kuwaiti managers within the bank and to improve their overall performance. 
Managers are encouraged to attend seminars within the bank and to enrol for local and 
international conferences. Management training need is determined by immediate 
superiors and staff are encouraged to identify their own personal training 
requirements. In general senior management are supportive of training and try to 
create a culture which is favourably disposed to training. 
In NBK, the main objectives of training are to improve the performance of individual 
managers and that of the bank. Like ABK, emphasis is placed on computer and 
technology skills but courses are tailored to the specific needs of managers and the 
bank operates a number of specialised courses. The management training courses are 
evaluated by measuring the efficiency of trainees before and after the training course 
and also through discussions with immediate superiors. The annual report of NBK 
(1992), states that employees at all levels are given extensive training opportunities to 
develop their skills to serve their customers more professionally. The senior 
management of the bank support management training and a substantial (but 
undisclosed) budget was earmarked for training. 
With regard to the management training and development activities (MTDA) of all the 
Kuwaiti banks, most of the managers agreed that cultural consideration in Kuwait had 
no effect on management training and development activities. The exception in this 
respect was BB with its emphasis on evening courses. All of the study banks had 
special budgets and training resources but the training courses differed between the 
banks. The common objective of all the bank's training policies, however, was to 
improve management performance. Most of the interviewees agreed that an essential 
requirement for any training programme was to train staff in fundamental and basic 
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job skills. The methods of evaluating training varied from bank to bank. BB for 
example placed great attention on comparing there management training programmes 
with the other Kuwaiti banks. Accordingly they have one of the largest training 
budgets and have their own internal training centre, as well as utilising the training 
facilities of the Institute of Banking Studies (IBS), Kuwait University, and 
international seminars (see appendix VII table 7.26). 
Tables 7.22 and 7.23 in appendix VII summarise the interviews with top managers 
and facilitate the following broad conclusions: Senior managers of ABK, BKME, and 
NBK agreed that social and personal relationships have a big influence on 
management recruitment and selection, and management performance appraisal, 
however, BB, CBK and GBK disagreed with this assertion. 
Senior managers of BKME and NBK agreed that cultural considerations have an 
equally important effect on management potential assessment, promotion and 
succession planning, however, senior managers of CBK and GBK disagreed with this 
assertion. In ABK and BB, senior managers could not agree whether cultural 
considerations have an important effect on management potential assessment, 
promotion and succession planning. 
As for human resource planning, BB and BKME did not have any contingency plans 
for sudden vacancies. In ABK, CBK, GBK, and NBK one manager in each of the 
banks (out of the two interviewed) agreed that the bank had a contingency plan for 
sudden vacancies. The remaining managers in these banks, however, did not agree 
and there was clearly an element of confusion. 
Unlike BB and NBK, ABK and BKME did not have a defined management training 
policy. However, in CBK and GBK there was a difference of opinion between the 
managers about the existence of a defined management training policy, nevertheless, 
they all agreed on the need for management training. 
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7.4 QUESTIONNAIRES ANALYSIS 
Of the 97 questionnaires which were returned by branch managers, 68 percent were 
males and 32 percent females. The majority (67 percent) had a university degree, 5 
percent had secondary school certificates; 15 percent had diplomas; and 5 percent had 
a higher degree. Half of the managers were between 35-44 years old; 28 percent were 
between 25-34 years old; 15 percent were 45-55 years old; and the remainder, 7 
percent, were over 55 years old. The average tenure i. e. time spent in current position, 
was between 2-5 years. The vast majority (62 percent) of respondents were Kuwaitis; 
30 percent were from Arab countries; and 4 percent were either from Gulf or foreign 
countries. Regarding salary, 60 percent of the respondents had salaries in the range 
KD 501-700 per month; 26 percent in the range KD 701-900 per month; and 14 
percent in the range KD 901-2000. 
The key research questions, shown in table 7.1, namely, management performance 
appraisal; management training activities; management resource planning; assessment 
of the performance related pay-linkage; and external factors, are discussed for each of 
the study banks in the next section. Where appropriate broad conclusion will be 
drawn from the analysis and the main research hypotheses addressed. 
7.4.1 Management Performance Appraisal (MPA) 
ABK 
Management performance in ABK is formally appraised once a year usually by an 
immediate superior (I 1&2) and the respondents consider performance appraisal to be 
an important part of a supervisor's duties (I 4). ABK also puts an emphasis on team 
work and management performance measures are regarded as important in 
determining team reward and team status (I 24 e &f). Performance rating, however, is 
based on how well individual employees perform in their jobs (I 5). 
The performance appraisal process is regarded as extremely important for two reasons 
(I 18): firstly, 90 percent of the branch managers believed that the manager's 
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appraisal helps in the management development process and therefore develops the 
individual and assists promotion (I 13). Secondly, performance appraisal helps to 
improve the bank's overall performance. However, 50 percent of the branch 
managers had no understanding of exactly how management performance appraisal 
affected or improved their management style (I 24 C), but the majority (70 percent) 
agreed that their last performance appraisal, was generally accurate (I 6). 
When rating the individual performance of managers, supervisors don't take into 
account elements beyond the manager's control (e. g. deficient tools, insufficient 
resources, delays by other offices, etc. ) (I 7). Management performance appraisal 
therefore only takes into account the most significant parts of the manager's job or 
those components which he has some control over (I 9). Management performance 
takes place irrespective of the imminence of promotion or training needs (I 8) but 
most branch managers (80 percent) agreed that the main purpose of management 
appraisal is to assess the training needs of individual managers based on past 
performance (114 a &d). Rather interesting was the fact that just over 50 percent of 
branch managers did not agree that their is any relation between performance 
appraisal, bonus payment and promotion prospects (112). There was however more 
agreement (60 percent) on the fact that management performance measures enable the 
bank to monitor both the level and trend of management performance (I 22) and that it 
is an important aspect in determining the quality of management. Despite the 
importance placed on performance appraisal, the majority of branch managers (70 
percent) did not agree that it was confidential (I 11) but 91 percent, nevertheless, 
consider that the standards used to evaluate their performance are fair and objective (I 
15). 
Regarding social or personal ties (Wastah), 2 50 percent of branch managers did not 
agree that it influenced their appraisal, but a significant 30 percent thought that it did, 
and 20 percent had no answer (I 12). Only 45 percent of managers, however, stated 
that their is no fixed or predetermined number of employees who regularly get the 
highest ratings on their annual performance (I 16). Eighty percent of managers 
2Wastah is a phrase refers to social/personal ties in Kuwait. 
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received feedback information on their performance on time (I 17), and over 45 
percent stated that the feedback criteria for management performance measures are 
well known throughout the bank (I 20). Despite the banks emphasis on Management- 
by-objectives (MBO) a surprising high number of managers, 62 percent did not agree 
or know if their performance appraisals really helped them in setting future targets (I 
14 b), even though the performance measures were connected to the bank's strategic 
plan (I 19). Over 45 percent of the branch managers claimed that performance 
measures were not updated regularly (I 23). Even though performance appraisal plays 
an important part of the supervisor's duties (I 4), most (63 percent) of the branch 
managers stated that the management performance measures were important only in 
so far as they determined their rewards (I 24 a), but they had little effect on their status 
or motivation (124 b). 
BB 
In BB, managers are formally appraised by immediate superiors twice a year (I 1). 56 
percent of the managers agreed that management performance measures were 
important in determining team rewards, but that they had little or no effect on team 
status (I 24 e &f). 82 percent considered that management performance appraisal was 
an important part of their supervisor's duties (I 4), but rather interestingly almost one 
third of the respondents claimed that supervisors gave the same performance rating 
regardless of how well employees performed (I 5). Nevertheless, 80 percent of the 
managers believed that performance appraisal helps to improve the performance of 
both individual managers and the bank (110 &13). 
Accordingly a high number of branch managers (80 percent) felt that the performance 
appraisal process was important (118). Eighty two percent of managers believed that 
management performance measures were important in determining management style 
(I 24 c) and perhaps more importantly 91 percent stated that their supervisor's last 
performance appraisal was accurate (I 6). 
Supervisors do not normally take into account elements which are beyond the branch 
manager's control (I 6 &7) and 80 percent of the managers agreed that management 
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performance appraisal takes into account only the most significant parts of their jobs 
(I 9). In contrast to the responses from ABK however 45 percent of the managers 
agreed that their performance appraisal was confidential (I 11). The standards used to 
evaluate performance were regarded as fair and they were regarded as being based on 
the past performance of individual managers (70 percent) (115 & 114 a). Like ABK, 
however only 54 percent of managers agreed that one of the main aims of 
performance appraisal was to determine bonus payments (I 14 c). Similarly, 
performance appraisal does not take place only if promotion or training is imminent or 
being considered (I 8). Instead managers regarded appraisal as being supportive of 
their needs particularly in respect of training. Sixty percent claimed it was important 
in this respect (114 d), and 80 percent claimed that it was also useful in assessing their 
future prospects (114 e). In a more general sense 36 percent agreed that management 
performance measures enabled the bank to control the quality of management by 
monitoring both the level and trend of management performance (I 22). 
Wastah appeared less important than in ABK, but 36 percent of managers agreed that 
the objectivity of management performance appraisal was influenced by 
social/personal ties (I 12), and that a fixed percentage of employees got the highest 
rating on their annual performance appraisal (116). Only 20 percent of the managers 
claimed that the feedback on their performance came too late to be of use to them (I 
17), and the majority (60 percent) agreed that the management performance measures 
were well known throughout the bank (I 20). BB puts emphasis on MBO and 82 
percent of the managers believed that one of the main aims of performance appraisal 
was to assist managers in setting future targets (114 b), but only 50 percent stated that 
the measures were connected to the bank's strategic plan (119). 
Performance appraisal was regarded as an important part of a supervisors duties, and 
the appraisal process was frequently reviewed (I 3), but only 36 percent believed that 
the measures were updated as required (I 23). The majority of managers recognised 
that not only did management performance help managers to set personal objectives 
but that it was also important in determining their rewards and status (I 24 a &b). Its 
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effect on motivating the managers was less important but, nevertheless, a small 
majority (55 percent) still believed it motivated them (I 24 d). 
CBK 
Management performance in CBK takes place once a year and is under taken by 
immediate superiors (I 1&2). The managers consider performance appraisal to be an 
important part of their supervisor's duties (I 4). 62 percent of managers agreed that 
management performance measures were important in determining team reward and 
the overall status of teams (I 24 e &f). Despite this emphasis on "the team" a large 
number of managers (70 percent), nevertheless, agreed that performance rating was 
based on how well individual employees performed in their jobs (I 5). 
As a consequence managers in CBK believed that the appraisal process was important 
for two reasons (I 18): First, 88 percent of them believed that the performance 
process helps managers to develop (I 10) and secondly, that it also helps to improve 
the bank's overall performance (113). The vast majority (80 percent) also agreed that 
management performance measures are important in determining management style or 
culture (I 24 C). 
Most of the respondents in CBK believed that their last performance appraisal, was 
accurate (I 6), and 44 percent agreed that supervisors did not take into account 
elements beyond their immediate control (I 7). Accordingly, 80 percent agreed that 
performance appraisal put an emphasis on the most significant parts of their job (I 9). 
Appraisals were conducted regularly and 80 percent of managers disagreed with the 
statement that management appraisal takes place only if promotion or training is being 
considered (I 8). As with the other study banks only 40 percent of managers agreed 
that performance appraisal is confidential (I 11) but the vast majority (80 percent) 
considered that the standards used to evaluate performance were fair and objective (I 
15). In accordance with the other banks was the fact that most of the branch managers 
(88 percent) agreed with the assertion that performance appraisal was based on past 
performance (114 a) and 75 percent accordingly agreed that one of its main aims was 
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to assess the training needs of managers (114 d). Almost all of the managers agreed 
(93 percent) that another important aim of performance appraisal was to assess 
promotion potential (114 e) and that it also enables the bank to monitor the level and 
trend of individual management performance (I 22). 
Just over half of the managers (56 percent) agreed that the objectivity of the 
management performance process was not influenced by social/personal ties 
(Wastah)(I 12) and 70 percent believed that a fixed percentage of employees got the 
highest ratings on their annual appraisal (116). As with ABK and BB 75 percent of 
the managers agreed that the feedback on their appraisal came in time for it to be of 
use to them (117) and the majority claimed that the performance measures were well 
known throughout the bank (I 20). This is important because initially all of the 
managers agreed that one of the main aims of performance appraisal is to help 
managers set future targets (I 14 b). The appraisal process was (like in the other 
banks) seen as being connected to the strategic plan but this was less important than 
its influence on the development of individual managers (I 19). Nevertheless, 69 
percent of the managers stated that performance measures were not updated as 
required (I 23), even though it was clearly an important part of the supervisors duties 
(I 3). Like ABK and BB 75 percent of the branch managers stated that management 
performance measures were important in determining their rewards and status, but in 
CBK, it was also regarded as motivating staff (I 24 a, b, d). 
BKME 
Branch managers in BKME are formally appraised once a year by immediate 
superiors (I 1&2) and once again they considered that performance appraisal was an 
important part of a supervisor's duties (I 4). About half of the managers agreed that 
management performance measures are important in determining both team reward 
and team status (I 24 e &fj. As with the other study banks, despite the emphasis on 
team effort, the supervisors performance ratings were based on how well individual 
employees performed in their jobs (I 5). The majority (83 percent) believed that 
performance appraisals helped in improving both the overall performance of the bank 
and the development of individual managers (1 10). Not surprisingly, therefore, 66 
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percent of the managers disagreed with the notion that performance appraisal was a 
waste of time (I 18). 
The majority (83 percent) of managers agreed that management performance 
measures were important in determining management style (I 24 C) and believed that 
their last performance appraisals were generally accurate (I 6). When rating 
manager's performance, 75 percent of the managers agreed that supervisors did not 
take into account elements beyond the individual manager's control (I 7) but took into 
account only the most significant parts of their job (I 9). 
A small but significant proportion (25 percent) agreed that management performance 
only took place if promotion or training was being considered (I 8). As with most of 
the other study banks only a minority (33 percent) of managers agreed that 
performance appraisal was confidential (I 11) but the majority agreed that the 
standards used to evaluate performance were fair and objective (I 15). A large 
majority (91 percent) agreed that the appraisal was based on past performance (114 a), 
but a relatively small but significant number (30 percent) of managers agreed that the 
main aims were to determine bonus payment (I 14 c). Like the other study banks, 
however, the main aims of appraisal were perceived by managers in terms of training 
needs and promotion prospects (83 percent) (114 d &e). 
About two thirds (67 percent) of branch managers in BKME agreed that management 
performance measures enabled the bank to monitor both the level and trend of 
individual management performance (I 22) but about the same number agreed that the 
objectivity of management performance was influenced by social/personal ties 
(Wastah) (112). Despite this influence 60 percent of the managers disagreed with the 
assertion that only a fixed percentage of employees got the highest ratings (116). The 
usefulness of the appraisal process was also established by the fact that three quarters 
(75 percent) of managers believed that their performance feedback usually came in 
time to be of use to them (117). 
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Most of the respondents agreed that management performance measures are well 
known throughout the bank (I 20) and 91 percent agreed that one of the main aims of 
performance appraisal was to help the individual managers set future objectives and 
targets (1 14 b) which like the other study banks are connected to BKME's strategic 
plan (I 19). In contrast to most of the other banks, however, half of the managers 
agreed that management performance measures were updated as necessary (I 23). The 
vast majority (83 percent) agreed that their supervisors considered performance 
appraisal as an important part of their duties (I 3) but, only 40 percent agreed that the 
performance measures were frequently reviewed (I 21). The managers also agreed 
that performance measures were important in determining their status (I 34 a) and 75 
percent agreed that they are important in motivating them (I 24 d). 
GBK 
Management performance appraisal in GBK takes place once a year by immediate 
superiors (I 1&2) and 80 percent of the managers agreed that performance appraisal is 
an important part of a supervisor's duties (I 4). However, in contrast to the other 
banks, only 37 percent agreed that management performance measures are important 
in determining team reward and status (I 24 e &f) but 80 percent of the managers 
agreed that performance appraisals helped in improving the performance of the bank 
and improving management development processes (I 10 &13). Consequently, 56 
percent of managers disagreed with the assertionthat performance appraisal in GBK 
was a waste of time (I 18) and 75 percent agreed that it was important in determining 
management style (I 24 C). 
A large majority (75 percent) of managers agreed that their last performance 
appraisals were accurate (I 6) and like the other banks, 63 percent agreed that it did 
not take into account elements beyond the individual manager's control (I 7). 
Consequently, 80 percent believed that management performance appraisal takes into 
account the most significant parts of their job (I 9). Just over half of the managers (56 
percent) disagreed with the assertion that performance is appraised only if promotion 
or training is being considered (I 8). The appraisal process in GBK (in contrast to the 
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other study banks) is largely regarded as being confidential as 70 percent of managers 
agreed that confidential appraisal was the usual practice (I 11). 
Just over half of the managers (56 percent) agreed that the standards used to evaluate 
performance were fair and objective (I 15) and largely based (87 percent) on the past 
performance of individual managers (I 14 a). Just over half (53 percent) of the 
managers agreed that one of the main aims of performance appraisal was to determine 
their bonus payments (I 14 c) but more importance (75 percent) was attached to 
training needs (I 14 d) and promotion prospects (70 percent) (I 14 e). Consequently 
70 percent of the managers agreed that management performance enabled the bank to 
monitor both the level and trend of individual management performance (I 22). 
75 percent of the managers disagreed with the assertion that the supervisors gave the 
same performance rating regardless of how well employees performed in their jobs (I 
5) and consequently only as small percentage (37 percent) agreed that the objectivity 
of management performance was influenced by social/personal ties (Wastah) (I 12). 
For similar reasons 87 percent of managers disagreed with the assertion that a fixed 
percentage of employees got the highest ratings in their annual appraisal (I 16). The 
usefulness of the appraisal process for individual managers was however less obvious 
in GBK as only about half of the managers agreed that feedback on their performance 
usually came in time for it to be of use (I 17). Nevertheless 56 percent agreed that 
management performance measures were well known throughout the bank (120) and 
the vast majority (93 percent) of managers believed that one of the main aims 
(possibly the primary aim) of the appraisal process was to assist managers in setting 
future targets (114 b) which were regarded as being inextricably connected to GBK's 
strategic plan (I 19). Only a small majority (56 percent) believed that management 
performance measures were updated as required (I 23) or reviewed frequently (1 21) 
but 87 percent agreed that supervisors considered performance appraisal as an 
important part of their duties (I 3). In contrast to the other study banks the managers 
in GBK were equally divided on whether the management performance process was 
important in determining their personal reward, status, and motivation (I 24 a&b 
&d). 
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NBK 
In NBK, 73 percent of managers agreed that performance appraisal usually takes place 
once a year by an immediate superior (I 1&2). Like the other study banks (the 
exception being GBK) the majority of managers (75 percent) believed that 
management performance measures were important in determining team reward and 
team status (I 24 e &f). They also regarded the process as fairly objective, with 87 
percent disagreeing with the assertion that their is a tendency to give performance 
ratings irrespective of how well employees perform in their jobs (I 5). An equally 
large number of managers agreed that performance appraisal helped in improving 
overall bank performance and that it also improved the management development 
process (110 &13). Not surprisingly, therefore, 80 percent of them disagreed with the 
view that performance appraisal was a waste of time (I 18). Management 
performance measures were also important in determining individual management 
style (87 percent) (I 24 C) and a large majority believed that their supervisor's last 
performance appraisal was accurate (I 6). Accordingly, only 30 percent of managers 
agreed with the statement that supervisors don't take into account elements beyond 
their immediate control (I 7) and 77 percent agreed that performance appraisal is 
based on the most significant parts of their jobs (I 9). 
A large majority of managers (87 percent) did not believe that appraisals only take 
place if promotion or training is being considered (I 8) but an almost equal number of 
managers (83 percent) disagreed with the notion that their appraisal was confidential 
(I 11). Although not necessarily confidential 80 percent agreed that the standards to 
evaluate performance were fair and objective (I 15). As with the other study banks 
the majority of managers (72 percent) agreed that performance appraisal was based on 
retrospective data or the past performances of individuals (I 14 a) and that a primary 
aim was to determine bonus payments, assess training need, and promotion prospects 
(I 14 c&d &e). Another important objective of appraisal (70 percent of managers 
agreed with the assertion) was to enable the bank to monitor the level and trend of 
management performance (I 22). 
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Half of the managers in NBK believed that the objectivity of management 
performance was influenced by social/personal ties (Wastah) (I 12) and a similar 
number agreed that a fixed percentage of employees got the highest ratings in their 
annual appraisal (I 16). 67 percent of managers agreed that the information they 
received on their performance usually came in time for it to be of use to them (I 17) 
and a majority (70 percent) agreed that the performance measures were well known 
throughout the bank (I 20). This was important because as with the other study banks 
the vast majority (93 percent) agreed that one of the main objectives of performance 
appraisal was to help managers set future targets (I 14 b) and determine rewards, 
status, and motivate individual managers (I 24 a&b& d). 83 percent, nevertheless, 
agreed that performance measures were connected to NBK's strategic plan (I 19). 
These measures were regarded as being updated as required and most managers 
agreed that supervisors considered performance appraisal to be an important part of 
their duties (I 3& 23). This was reflected in the fact that 60 percent of managers 
believed that performance measures were frequently reviewed (I 21). 
All Banks 
With regard to management performance appraisal (MPA) in all of the Kuwaiti banks, 
the following broad conclusions can be drawn: 75 percent of the managers were 
formally appraised on an annual basis by their immediate superiors (I 1&2) and 87 
percent agreed that performance appraisal within their respective banks was an 
important part of a supervisor's duties (I 4). Half of the managers believed that 
management performance measures were important in determining team reward and 
team status (I 24 e &f) and the majority (75 percent) disagreed with the assertion that 
their is a tendency for supervisors to give the same performance rating regardless of 
performance in the jobs (I 5). A large majority (85 percent) of managers also believed 
that regular performance appraisals improved the overall performance of their banks 
and also helped to improve the management development process (I 10 &13). 
Consequently, 75 percent of managers disagreed with the assertion that performance 
appraisal was a waste of time (1 18) and the vast majority (80 percent) believed that 
performance measures were important in determining management style and culture (I 
24 C). 
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Three quarters of managers agreed that their last performance appraisal was accurate 
(I 6) but almost half agreed that supervisors did take into account elements beyond the 
manager's direct control (e. g. deficient resources, delays by other offices etc. ) (I 7). 
Nevertheless, 80 percent agreed that their appraisal was primarily based on the most 
significant parts of their jobs (I 9). Appraisal appears to be an on-going process in all 
of the study banks as revealed by the fact that 75 percent of the managers disagreed 
with the assertion that performance appraisal takes place only if promotion or training 
is being considered (I 8). Rather surprising was the fact that only 35 percent of 
managers agreed that their performance appraisal was confidential (I 11) but, 
nevertheless, the vast majority agreed that the standards used to evaluate performance 
were fair and objective (115). 
80 percent of all managers believed that performance appraisal was based on past 
performance or retrospective criteria (I 14 a). The objectives of appraisal, however, 
were not overtly concerned with reward, as only 50 percent of managers agreed that 
the main purpose of appraisal was to determine bonus payments (I 14 c). Instead the 
vast majority (80 percent) felt that the main objectives of appraisal were to assess 
training needs and promotion prospects (114 d 7e). In a more general sense 66 percent 
of managers believed that management performance measures also enabled the bank 
to monitor the level and trend of management performance (I 22). 
Although 44 percent of the managers felt that the objectivity of the management 
performance process was influenced by social/personal ties (Wastah), an almost equal 
number (42 percent) disagreed with this assertion (I 12). Consequently half of the 
respondents agreed that only a fixed percentage of employees got the highest ratings 
on their annual performance (116). As 70 percent of the managers did not agree with 
the assertion that feedback on their appraisal comes too late for it to be of any use to 
them (I 17), the vast majority found the process of direct use. Consequently the 
majority (90 percent) agreed that one of the main aims of performance appraisal was 
to help managers set future targets (I 14 b). The performance measures are also well 
known throughout the various banks (I 20) and 70 percent of managers agreed that 
they were connected to the strategic plan of the bank (119). 
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Most of the managers (60 percent) agreed that performance appraisal measures were 
updated as required (I 21 &I 23) and a large majority (80 percent) across all of the 
banks believed that supervisors considered the appraisal to be an important part of 
their duties (I 3). Three quarters of the respondents agreed that management 
performance measures were important in determining the rewards, status, and 
motivations of individual managers (124 a&b &d). 
From this analysis of management performance appraisal in the study banks, it is 
possible to address some of the research hypotheses. 
The objectivity of the appraisal processes 
Table 7.2 
The affect of the social/personal ties on the objectivity of management performance 
Value Label Value Frequency Percent Cumulative 
percent 
Strongly agree 1 17 17.7 17.7 
Agree 2 25 26.0 43.8 
Neither agree nor 
disagree 
3 14 14.6 58.3 
Disagree 4 35 36.5 94.8 
Strongly disagree 5 5 5.2 100 
Missing 9 0 0 
Total 96 100 
Source: Questionnaire analysis 
As table 7.2 shows the respondents seem divided as to whether the objectivity of 
management performance was influenced by social/personal ties (Wastah). However, 
in certain banks, for example BKME and NBK the vast majority of managers believed 
that the objectivity of management performance was influenced by wastah, but at the 
other extreme in banks such as ABK, BB, and CBK the managers felt that wastah did 
not influence the management appraisal process. While in GBK the responses were 
equally divided. 
Moreover, senior managers in the study banks (as per the interviews) were also 
undecided about the assertion that social and personal ties have an affect on 
management performance (see appendix VII table 7.22). In reality the research 
188 
Chapter Seven: Research Analysis 
revealed that the issue was bank specific, i. e. wastah was important in some banks but 
unimportant in others in determining the management performance process. 
Management performance measures and strategic planning 
Table 7.3 
Management performance measures and the strategic plan 
Value Label Value Frequency Percent Cumulative 
percent 
Strongly agree 1 11 11.5 11.5 
Agree 2 55 57.3 68.8 
Neither agree nor 
disagree 
3 22 22.9 91.7 
Disagree 4 8 8.3 100.00 
Strongly disagree 5 0 0 
Missing 9 0 0 
Total 96 100.00 
Source: Questionnaire analysis 
As shown in table 7.3, the majority (70 percent) of managers agreed that management 
performance measures are connected to the bank's strategic plan. This suggests that 
management performance measures play an important role in the future planning and 
strategy of the study banks. The second null hypothesis (H 2): management 
performance is not dependent on management resource planning, was, therefore, 
rejected. 
7.4.2 Management Training Activities (MTA) 
ABK 
When ABK was analysed, most (80 percent) of the managers had not had more than 
two weeks training over the last 12 months (II 1) but 60 percent believed that they 
were provided with a sufficient amount of training (11 2 f). The majority (80 percent), 
claimed that their immediate superiors always participated in decisions concerning 
management training (11 2 d) and 36 percent of the branch managers were consulted in 
decisions concerning their training (11 2 c). A large number, similarly, (54 percent) 
discussed training programmes and objectives with their superiors before going on 
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training courses (II 2 m). Management training improved the performance of the 
individual managers and that of the organisation (II 2 n) but only 36 percent were 
required to write a report on their return from a training programme (11 2 g). Branch 
managers were selected for training courses on the basis of current job needs (11 2 I) 
rather than social/personal ties (Wastah) (11 2 1). Management training was usually 
the responsibility of the personnel or training department, and 80 percent of the 
respondent managers had the opportunity to put themselves forward for training 
courses (II 2 k). Management training was also regarded favourably in terms of 
enhancing future career progression (11 2 b). Information about management training 
activities and management training opportunities was generally available to branch 
managers (11 2 a) but 72 percent agreed that training activities need more emphasis in 
ABK (112 p). 
BB 
In BB, 60 percent of the managers claimed to have had no training in the last 12 
months (II 1). Not surprisingly, therefore, 90 percent of managers stated that the 
amount of training offered to them was insufficient (1120. Most of them (70 percent) 
were not involved in decisions concerning their training (11 2 c) and only 45 percent 
discussed decisions and issues concerning their training with their immediate 
superiors (II 2d). Nevertheless, about half agreed that there was always someone 
within the organisation with whom they could discuss their training needs (11 2 h). 
Most of the respondents believed that management training improved individual and 
overall bank performance (II 2n& o). The importance attached to training was 
emphasised by the fact that 73 percent of managers wrote a report on their return from 
a training programme (II 2 g). This importance stems from the fact that selection for 
management training was closely related to current job needs (11 2 i). Significantly, 
80 percent agreed that selection for management training was not influenced by 
social/personal ties (11 2 1). The relationship between job need and training explains 
why 90 percent of managers agreed that selection for management training enhanced 
their future careers (11 2 b). 
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Management training is not the exclusive responsibility of the training department (II 
2 e) and 64 percent of the managers rejected the assertion that management training is 
available only for a few selected managers (11 2 k). Nevertheless, 36 percent stated 
that information about current management training activities was not always readily 
available (II 2 a) and 55 percent stated that information about future management 
training opportunities was similarly not always available (II 2 j). Not surprisingly, 
therefore, the majority (81 percent) of branch managers in BB agreed that training 
activities need more emphasis (11 2 p). 
CBK 
In CBK, half of the managers had spent between 1-7 days on training activities in the 
last 12 months (11 1) and 63 percent agreed that this was insufficient (II 2f). Although 
44 percent of the branch managers were not involved in any decision making 
concerning their training needs (II 2 c) the majority (70 percent) discussed their 
training needs with their immediate superior (II 2d). This openness toward training 
was reflected in the fact that 55 percent of branch managers agreed that their was 
always someone within the organisation with whom they could discuss their training 
needs (11 2 h). 
Although individual training needs were discussed openly 56 percent of branch 
managers agreed that they rarely discussed specific training programme aims and 
objectives with their immediate superiors before participation (11 2 m). Nevertheless 
all of the managers agreed that management training improved individual and overall 
bank performance (11 2n& o) but in contrast to BB only 38 percent of the managers 
wrote a report on their return from training (11 2 g). 80 percent of managers agreed 
that selection for management training was closely related to current job needs (11 2 i) 
but only 30 percent agreed that it was not influenced by social/personal ties (11 2 1). 
This is highly relevant as 88 percent of managers agreed that management training 
enhanced their future careers (11 2 b). 
Just over half (56 percent) of the managers disagreed with the assertion that 
management training is always decided by the training department (II 2 e) but 44 
191 
Chanter Seven: Research Analysis 
percent agreed that it was only available to a few selected managers (II 2 k). 
Nevertheless the vast majority (75 percent) agreed that information about current 
management training activities was always available (11 2 a) and only slightly less (63 
percent) had information on future training opportunities (II 2 j). Despite this the 
majority (88 percent) of managers agreed that training activities within the bank 
needed more emphasis (11 2 p). 
BKME 
The profile of management training in BKME appeared high as 67 percent of 
managers had spent between 8-30 days on training activities in the last 12 months (II 
1) and 58 percent agreed that they had been offered a sufficient amount of training (II 
2f). Following on from this 67 percent of managers agreed with the assertion that 
they are always involved in decisions concerning their training needs (11 2 c). The 
vast majority (75 percent) also agreed that immediate superiors played an important 
role in decisions concerning their training (II 2d) but only half of them agreed that 
their is always someone else within the organisation with whom they can discuss their 
training needs (11 2 h). As with the other study banks about half of the managers 
agreed that they rarely discussed training programmes' aims and objectives with 
superiors before participation (11 2 m) but they all agreed that training improved their 
performance and that of the bank's (11 2n& o). A surprisingly high percentage (67 
percent) did not write a report on their return from training (11 2 g). 
As with the other study banks the majority of managers (75 percent) agreed that 
selection for management training was closely related to current job needs (11 2 i) and 
84 percent disagreed with the assertion that selection was influenced by 
social/personal ties (112 1). All agreed that selection for training enhanced their future 
careers (11 2 b) but only about half agreed that management training was decided by 
the central personnel and training department (II 2 e) and 67 percent rejected the 
notion that it was available to a few selected managers (11 2 k). 75 percent of the 
respondents agreed that information about current management training was always 
available (II 2 a) and about half agreed that information on future training 
opportunities was available to them (II 2 j). Despite the apparent high profile of 
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training in BKME 66 percent of managers believed that training activities need a lot 
more emphasis in the bank (11 2 p). 
GBK 
Like BKME training had a high profile in GBK with 70 percent of managers having 
spent between 8-30 days on training activities in the last 12 months (II 1) and 80 
percent of the managers agreed that the amount of training offered to them was 
sufficient (II 2f). Just over half (56 percent) agreed that they were always involved in 
decisions concerning their training needs (11 2 c) and particular emphasis was placed 
on discussion with immediate superiors (70 percent) (II 2d). Nevertheless 62 percent 
of managers agreed that their was always someone else within the organisation with 
whom they could discuss training needs (II 2 h). Like the other banks the majority 
(62 percent) agreed that they rarely discussed specific training programmes' aims and 
objectives with their superior before participation (II 2 m) but a large majority (88 
percent) agreed that management training improved individual and overall bank 
performance (11 2n& o). The vast majority (81 percent) usually wrote a report on 
their return from a training course (11 2 g). 
Most managers (88 percent) agreed that selection for management training was 
closely related to current job needs (11 2 i) and 56 percent of the managers disagreed 
with the assertion that selection for management training was influenced by 
social/personal ties (II 2 1). An overwhelming majority (94 percent) agreed that 
management training enhanced their future careers as managers (11 2 b). Following on 
from this, 63 percent of the managers agreed that management training was decided 
by the personnel and training department (11 2 e) and three quarters of the respondents 
believed that training opportunities were available to all managers (II 2 k). 
Information about current management training activities was always available (11 2 a) 
and a large proportion of managers (88 percent) agreed that information on future 
training opportunities was always available (11 2 j). Nevertheless, 63 percent agreed 
that training activities need more emphasis within GBK (11 2 p). 
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NBK 
In NBK, managers spent less time than BKME and GBK on training with 77 percent 
having spent between 1-15 days on training activities in the last 12 months (II 1) and 
only 57 percent agreed that the amount of training offered was sufficient (II 2f). Half 
of the managers agreed that they were always involved in decision concerning their 
own training (11 2 c) and the main instigators of training were immediate superiors (II 
2d). Nevertheless, 60 percent of managers agreed that their was always someone else 
within the organisation with whom they could discuss their training needs (II 2 h). 
Half of the managers disagreed with the assertion that they usually discuss training 
programmes' aims and objectives with their superior before participation (11 2 m) but 
they agreed that management training improved their performance and that of the 
bank's (11 2n& o). Despite this recognition of the importance of training 67 percent 
of managers did not write a report on returning from a training programme (11 2 g). 
70 percent of managers agreed that selection for management training was closely 
related to current job need (II 2 i) but about half agreed that selection was also 
influenced by social/personal ties (11 2 1). The positive attitude towards training in 
NBK was influenced by the fact that 97 percent of managers believed that it would 
enhance their careers (11 2 b) but only a minority (40 percent) agreed that management 
training was decided by the personnel department (II 2 e). Bearing in mind how 
important it was for personal careers development only 47 percent of the managers 
disagreed with the assertion that management training was available only to a few 
selected managers (11 2 k). On the other hand, 70 percent of managers agreed that 
information about current management training activities was always available (11 2 a) 
and all agreed that information about future training opportunities was always 
available (11 2 j). Nevertheless, 77 percent of managers agreed that training activities 
need more emphasis (11 2 p). 
All Banks 
In summarising the management training activities of all the Kuwaiti study banks, the 
researcher made the following general conclusions: the majority of the managers had 
spent between 1-15 days on training in the last 12 months (11 1) and 60 percent agreed 
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that this was sufficient (II 2f). Half of the managers were always involved in decision 
concerning their training (II 2 c) and a large emphasis was placed on immediate 
superiors, with 75 percent agreeing that they always make decisions concerning 
branch manager's training (II 2d). Half of the managers nevertheless agreed that their 
was always someone else within the bank to discuss their training needs (II 2 h). 
Despite the importance attached to immediate superiors only half of the managers 
discussed training programmes' aims and objectives with them before participation (II 
2 m) and only about half of the branch managers wrote a report on their return from 
training (11 2 g). 
80 percent of managers agreed that their selection for management training was 
closely related to current job need (11 2 i) but 60 percent agreed that selection was 
influenced by social/personal ties (112 1). The vast majority (94 percent) agreed with 
the assertion that selection for training will enhance their future careers (11 2 b) but 
there was lack of a consensus as to whether training was planned by the centre as only 
35 percent agreed that training need was decided by the personnel and training 
department (11 2 e). 
Three quarters of the respondents agreed that information about current management 
training activities was always available (11 2 a) but only half of them believed that 
information on future management training opportunities was available (II 2 j). 
Finally, 75 percent of the managers agreed that training activities in their respective 
banks needed more emphasis (11 2 p). 
From this analysis of management training activities in all of the study banks, it is 
possible to address some of the research hypotheses which relate to the management 
training activities. 
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The number of days spent on training activities 
Table 7.4 
Number of training days for branch managers 
No. of days in training Absolute frequency Relative frequency Cumulative frequency 
(percent) 
Missing 4 4.2 4.2 
Non 15 15.6 19.8 
1-7 33 34.4 54.2 
8-15 26 27.1 81.3 
16-30 14 14.6 95.8 
over 30 4 4.2 100.00 
Total 96 100.00 
Source: Questionnaire analysis 
As shown in table 7.4, the majority (62 percent) of managers in the sample had a 
maximum of two weeks training in the last 12 months and only four managers (4.2 
percent) had over 30 days training. In ABK, CBK, and NBK, most of the managers 
had spent 1-7 days on training courses but in BKME and GBK managers typically 
spent between 8-30 days in training. In stark contrast, 64 percent of managers in BB 
claimed not to have had any training in the last 12 months. This suggests that there is 
considerable scope for more training in most of the study banks. 
Management training and performance 
All of the managers (100 percent) in ABK, BB, CBK, BKME, NBK and 88 percent in 
GBK agreed that management training improved their performance (II 2 n). 
Furthermore, all managers (100 percent) in ABK, BB, CBK, BKME, 94 percent in 
GBK and 97 percent in NBK agreed that management training also improved the 
performance of the bank (11 2 o). This lead to the rejection of the first null hypothesis 
(H 1): management performance is not dependent on management training. 
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The affect of wastah in management training selection 
Table 7.5 
The affect of social personal ties (Wastah) on the selection for management training 
Value Label Value Frequency Percent Cumulative 
percent 
Strongly agree 1 7 7.3 7.3 
Agree 2 17 17.7 25.0 
Neither agree nor 
disagree 
3 15 15.6 40.6 
Disagree 4 45 46.9 87.5 
Strongly disagree 5 12 12.5 100.0 
Missing 9 0 0 
Total 96 100.00 
Source: Questionnaire analysis 
As shown in table 7.5,60 percent of the managers stated that selection for 
management training was not influenced by social/personal ties. This response was 
fairly representative of all the study banks, however, a significant proportion, 25 
percent, stated that selection for management training was influenced by social and 
personal ties (Wastah). Upon closer examination it became clear that in CBK, wastah 
did have an important influence on management training. As this bank was the 
exception rather than the norm it was decided to accept the fourth null hypothesis (H 
4g): social and personal ties (Wastah) have no affect on management performance. 
Nevertheless, the potential for wastah to affect selection for management performance 
in a particular bank (CBK) was proved to exist. 
7.4.3 Management Resource Planning (MRP) 
ABK 
Management potential in ABK was assessed by senior managers, especially, 
immediate superiors (III 4 &5) and promotion was based largely on managers 
showing an ability to develop themselves and their subordinates (III 16). All of the 
branch managers believed that a planned approach to career development contributed 
greatly to the bank's overall performance and to their own development as managers 
(III 19 &20). The majority of managers agreed that they had an equal opportunity of 
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being selected for management training (III 11) and promotion was largely based on 
consistently achieving good results (III 14). Consequently, 90 percent of branch 
managers reached their current position as a result of promotion from within the 
organisation (111 18). 
Just over half (54 percent) of the managers stated that social/personal ties (Wastah) 
had no affect on management potential assessment and management selection (111 6) 
and a similar percentage agreed that cultural considerations3 had no affect on their 
promotion prospects (III 13). Moreover, 60 percent of the manager's believed that 
their future careers were planned and systematically developed (111 1 &2) but only 36 
percent agreed with the assertion that management potential was assessed in a 
scientific way (III 3). Vacant management positions were filled equally by both 
internal and external recruitment (III 8 &9). The majority (65 percent) of branch 
managers agreed that promotion was not based on seniority (III 15). Management 
recruitment needs in ABK are also planned in advance and training is always provided 
for managers before being placed into new positions (111 12). 
BB 
In BB, only 45 percent of branch managers agreed that management potential was 
assessed by senior management (III 4) and 81 percent claimed that management 
potential was assessed by their immediate superiors (III 5). Nevertheless, only 36 
percent of the managers agreed that promotion was gained by showing an ability to 
develop themselves and their subordinates (III 16). All of the branch managers 
believed that career development schemes had developed them individually as 
managers (111 20). 
3 Cultural consideration refers to the basic social values such as: 
It is important to behave at all times in a way which will create a good impression on others; loyalty to 
one's family takes precedence over personal needs; social class and family background are the major 
determining factors of personal status, followed by individual character and achievement; religious 
tenets should not be subjected to "liberal" interpretations or modifications which can threaten 
established beliefs and practices; Arabs are generous, humanitarian, polite and loyal and they see these 
traits as characteristics of themselves and as distinguishing them from other groups (e. g. Patai, 1973; 
Sharabi, 1983; Nydell, 1987). 
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54 percent of the branch managers were undecided as to whether potential 
management candidates had an equal opportunity of being selected for management 
training (111 11) but an equal number (54 percent) agreed that promotion was based on 
consistently achieving high quality results (111 14). Most of the managers (91 percent) 
had reached their present positions as a result of promotion from within the 
organisation (III 18) and only 36 percent claimed that management potential and 
selection was subject to the influence of social/personal ties (III 6& 13). Only 36 
percent of branch managers agreed that promotion is influenced by cultural 
considerations (111 17). 
A significant 72 percent of the branch managers did not know whether or not their 
future careers were planned or systematically developed (55 percent) (III 1 &2). 
Nevertheless, 45 percent of them agreed that management potential was assessed in a 
scientific way (111 3) but the bank was perceived as placing an emphasis on recruiting 
from outside, as only 36 percent agreed that internal recruitment was the norm in 
filling vacant management positions (III 8 &9). Not surprisingly therefore only 45 
percent of managers agreed that promotion was based on seniority (111 15). 
A surprisingly small number (45 percent) believed that their was always a trained 
replacement to fill management vacancies (III 10) and this may explain the emphasis 
on external recruitment. Nevertheless, a significant number (72 percent) claimed that 
training was always provided before a management placement (111 12). In conclusion, 
the most striking feature of this analysis of BB was the surprisingly high number of 
managers (55 percent) who did not know whether management recruitment needs 
were planned in advance or not (111 7). 
CBK 
In CBK, 55 percent of branch managers believed that management potential was 
assessed by senior management (111 4) and the vast majority (80 percent) agreed that it 
was assessed by immediate superiors (III 5). Most of the managers claimed that 
promotion was gained on the basis of their ability to develop themselves and their 
subordinates (111 16). 
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Ninety four percent of managers believed that management career development 
contributed greatly to the bank's overall performance (III 19) and an almost equally 
high proportion (88 percent) agreed that career development schemes had helped them 
to develop individually as managers (111 20). 44 percent of the respondents, however, 
disagreed with the view that potential management candidates had an equal 
opportunity to be selected (III 11). Nevertheless, three quarters of the respondents 
believed that promotion was gained by consistently achieving high results (111 14) and 
88 percent had reached their present position by being promoted from within the 
organisation (111 18). 
Just over half (56 percent) disagreed with the assertion that management potential and 
management selection were subject to the influence of social/personal ties (111 6 &13 ) 
but 75 percent agreed that promotion was influenced by cultural considerations (III 
17). Despite this, only 44 percent agreed that management careers were planned (111 1 
& 2) but in contrast to ABK and BB 70 percent of the managers believed that 
management potential was assessed in a scientific way (111 3) and 94 percent agreed 
that internal recruitment was the rule in filling vacant management positions (III 8 
&9). However promotion was not necessarily based on seniority as 63 percent 
disagreed with this assertion (111 15). 
70 percent of managers agreed that there was always a trained replacement to fill 
management vacancies (III 10) but only 56 percent agreed that training was always 
provided before a management placement (III 12). In general, therefore, there 
appeared to be a certain degree of commitment to planning recruitment needs in CBK 
but only 38 percent of managers agreed that management recruitment needs were 
planned in advance (111 7). 
BKME 
In BKME, only a small number of managers agreed (25 percent) that management 
potential was assessed by senior management (111 4). Instead the general consensus 
(90 percent) was that management potential was assessed by immediate superiors (III 
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5). Most of the managers (90 percent) agreed that promotion was gained on the basis 
of their ability to develop themselves and their immediate subordinates (111 16). 
All of the managers believed that management career development contributed greatly 
to the bank's overall performance (III 19) and to their own development as managers 
(75 percent) (III 20). Significantly only one manager in BKME agreed that all 
potential management candidates had an equal opportunity to be selected which 
suggests that there are other elements which affect selection (III 11). 
Three quarters of the managers agreed that promotion was based on consistently 
achieving high results (III 14) and 91 percent said that they had reached their present 
position as a result of promotion from within the organisation (III 18). A significant 
minority of managers (41 percent) disagreed with the assertion that management 
potential assessment was subject to the influence of social/personal ties (III 6) and 
only 33 percent of the managers agreed that management selection was influenced by 
social ties (III 13) but 58 percent agreed that promotion was influenced by cultural 
considerations (111 17). A small proportion (25 percent) of managers agreed that their 
future careers were planned and systematically developed (III 1 &2) and a similarly 
small number (25 percent) believed management potential was assessed in a scientific 
way (111 3). Only 33 percent of the managers claimed that internal recruitment was 
the norm in filling vacant management positions in BKME and this might have a 
bearing on the lack of a systematic approach to career development within the bank 
(111 8 &9). This assertion is strengthened by the fact that 60 percent of the managers 
disagreed with the view that promotion was based primarily on seniority (111 15). 
Finally, only 41 percent of managers believed that their was always a trained 
replacement to fill future management vacancies (III 10) but 75 percent agreed that 
training was always provided prior to management placement. This suggest that the 
bank should place more emphasis on planning management resources (111 12) and this 
is probably borne out by the fact that only 41 percent believed that management 
recruitment needs were planned in advance (111 7). 
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GBK 
Three quarters of the managers in GBK agreed that management potential was 
assessed by immediate superiors (III 4 &5) and a similar proportion believed that 
promotion was gained on the basis of developing themselves and their subordinates 
(III 16). All of the respondents believed that management career development 
contributed significantly to the bank's overall performance and also improved the 
individual performance of managers (III 19 &20) but 40 percent of the managers 
disagreed with the assertion that all potential management candidates had an equal 
opportunity to be selected (111 11). 
Three quarters of the respondents agreed that promotion was based on consistently 
achieving high results (III 14) and most of them (94 percent) said that they had 
reached their present position as a result of promotion from within the organisation 
(III 18). Just over half (56 percent) agreed that management potential assessment in 
GBK was subject to the influence of social/personal ties (111 6), 44 percent agreed that 
management selection was influenced by social ties (III 13) and half of the managers 
agreed that promotion was influenced by cultural considerations (III 17). 
Nevertheless, 70 percent believed that management careers were planned (III 1) and 
half believed that they were systematically developed as managers (III 2). 
Nevertheless, only 25 percent agreed that management potential was assessed in a 
scientific way (111 3). 70 percent of managers agreed that internal recruitment was the 
norm when filling vacant management positions (III 8 &9) but this was not always 
based on length of service etc. as 75 percent disagreed with the assertion that 
promotion was based on seniority (111 15). 
Finally, 80 percent of managers in GBK agreed with the view that their was always a 
trained replacement to fill future management vacancies (III 10) but an identical 
percentage agreed that training was always provided before management placement 
(III 12). This latter assertion was also borne out by the fact that 75 percent of the 
managers agreed that management recruitment needs were planned in advance (111 7). 
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NBK 
In NBK, 70 percent of managers agreed that management potential was assessed by 
immediate superiors (111 4 &5) and 77 percent believed that promotion was gained on 
the basis of developing themselves and subordinates (III 16). A large majority (97 
percent) agreed that management career development contributed greatly to the bank's 
overall performance (III 19) and an almost equally large proportion (83 percent) 
believed that the career development scheme had helped them to develop as managers 
(111 20). Only 47 percent of managers, however, agreed that all potential management 
candidates had an equal opportunity to be selected (111 11). 
Just over three quarters of the managers agreed that promotion was gained by 
consistently achieving high results (III 14) and 97 percent agreed that they had 
reached their present management position as a result of promotion from within the 
organisation (III 18). Just over a third (37 percent) of managers agreed that 
management potential assessment was subject to the influence of social/personal ties 
(111 6), 43 percent believed that management selection was influenced by social ties 
(III 13) and 43 percent of the managers agreed that promotion was influenced by 
cultural considerations (111 17). Half of the managers agreed that their future careers 
were planned (III 1) and 80 percent believed that management careers at all levels 
were systematically developed (111 2). Half of the managers agreed that management 
potential was assessed in a scientific way (111 3) and 70 percent agreed that internal 
recruitment was the norm when filling vacant management positions (III 8 &9). 
However, 70 percent disagreed with the assertion that promotion was gained on the 
basis of seniority (111 15). 
Finally, 57 percent of managers in NBK agreed that their was always a trained 
replacement to fill future management vacancies (III 10) and 67 percent agreed that 
training was always provided before a management placement (111 12). Nevertheless, 
only half of the managers agreed that management recruitment needs were planned in 
advance (111 7). 
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All Banks 
With regard to the management resource planning of all Kuwaiti banks, the researcher 
came to the following broad conclusions: 80 percent of managers agreed that 
management potential was assessed by immediate superiors (111 4 &5). Three quarters 
of the managers believed that promotion was gained by showing an ability to develop 
themselves and their subordinates (111 16). The vast majority (85 percent) agreed that 
management career development contributed greatly to the bank's overall 
performance and also helped to develop them as managers (III 19 & 20). 
Significantly, however, only 35 percent of managers agreed that potential 
management candidates had an equal opportunity to be selected (111 11) but 75 percent 
believed that promotion was gained by consistently achieving good results (III 14). 
Consequently the majority (93 percent) claimed to have reached their present 
positions as a result of internal promotion (111 18). 
Although 40 percent of managers agreed that management potential assessment was 
subject to the influence of social/personal ties, 50 percent disagreed and 10 percent 
remained undecided (III 6). Similarly 35 percent of managers agreed with the 
assertion that management selection was influenced by social ties, but an equal 
proportion disagreed and 30 percent did not know (III 13). Likewise, 40 percent of 
managers agreed that promotion was influenced by cultural consideration and again an 
almost equal proportion disagreed (111 17). 
Just under half (45 percent) of the managers agreed that their future careers were 
planned and systematically developed (III 1& 2) but only 35 percent believed that 
management potential was assessed in a scientific way (111 3). In certain banks (GBK, 
NBK, ABK and CBK) the majority of managers agreed that their future careers were 
planned, however, the vast majority of managers in BB (73 percent) and (50 percent 
in BKME) did not know whether their future careers were planned. A majority (60 
percent) of managers agreed that internal recruitment was the norm when filling 
vacant management positions (III 8 &9) but 70 percent of the managers disagreed 
with the assertion that promotion was gained through seniority (111 15). 
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The vast majority of managers in GBK, CBK, NBK and BB agreed that there was 
always a trained replacement to fill any future management vacancies, however, in 
ABK most of the managers disagreed with this assertion, while in BKME the 
responses were equally divided. Half of the managers in the sample believed that 
their was always a trained replacement to fill future management vacancies (III 10) 
but 70 percent agreed that training was always provided before a management 
placement (III 12). Appropriately, therefore, half of the managers agreed that 
management recruitment needs were planned in advance (1117). 
From this analysis of management resource planning in all of the study banks, it is 
possible to address some of the research hypotheses which relate to management 
resource planning. 
The affect of wastah on the management potential assessment 
Table 7.6 
The effect of social/personal ties (Wastah) on management potential assessment 
Value Label Value Frequency Valid Percent Valid 
Cumulative 
percent 
Strongly agree 1 12 12.5 12.6 
Agree 2 23 24.0 36.8 
Neither agree nor 
disagree 
3 27 28.1 65.3 
Disagree 4 28 29.2 94.7 
Strongly disagree 5 5 5.2 100.0 
Missing 9 1 1.0 
Total 96 100.0 
Source: Questionnaire analysis 
As revealed in table 7.6 the respondents were divided as to whether management 
potential assessment was influenced by social/personal ties (Wastah). However, in 
certain banks for example BKME and NBK the vast majority of managers believed 
that wastah was important. At the other extreme, in banks such as ABK, CBK, and 
GBK they disagreed and claimed that wastah was not important. In BB the managers 
were largely undecided on the importance of wastah in their bank. 
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The affect of cultural consideration on promotion 
Table 7.7 
The affect of cultural considerations on the promotion of managers 
Value Label Value Frequency Valid Percent Valid 
Cumulative 
percent 
Strongly agree 1 14 14.6 14.7 
Agree 2 24 25.0 40.0 
Neither agree nor 
disagree 3 16 16.7 56.8 
Disagree 4 37 38.5 95.8 
Strongly disagree 5 4 4.2 100.0 
Missing 9 1 1.0 
Total 96 100.00 
Source: Questionnaire analysis 
As table 7.7 shows the respondents were also divided as to whether promotion was 
influenced by cultural considerations. However, in certain banks for example GBK 
and BKME the majority of managers believed that cultural considerations were 
important determinants of promotion in their banks. At the other extreme, in banks 
such as ABK and CBK, they disagreed and claimed that cultural considerations were 
not important. In BB and NBK the managers were equally divided on the importance 
of cultural considerations and its importance in determining promotion. 
Interviews with senior managers of the study banks also revealed a mixed response to 
the assertion that cultural considerations have an affect on management performance 
(see appendix VII table 7.23). It was, however, decided to reject the fourth null 
hypothesis (H 4h): cultural considerations have no affect on management 
performance. An important caveat, however, is that in some banks culture is very 
important in determining the promotion of managers, whereas, in others it is less 
important. 
The affect of management resource planning on management performance 
The vast majority of branch managers (85 percent) agreed that management career 
development made an important contribution to the bank's overall performance and 
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also helped to develop them as managers. Another facet of the emphasis placed on 
planning and development was revealed by the fact that a similarly large majority of 
respondents (70 percent) agreed with the assertion that training is always provided 
prior to a management placement. On this evidence it was decided to reject the 
second null hypothesis (H 2): management performance is not dependent on 
management resource planning. 
Management performance and the number of years in employment 
The majority of branch managers (60 percent) agreed that internal recruitment was the 
norm within their respective banks. An even larger number (70 percent) believed that 
promotion was not based on seniority but was rather determined by considerations 
such as performance in the job, developing subordinates, meeting targets, etc. On this 
evidence it was decided to accept the fifth null hypothesis null (H 5 fl): management 
performance is unaffected by the number of years in employment. 
7.4.4 Assessment of the Performance-related pay-linkage (APRPL) 
ABK 
When ABK was analysed, the researcher found that the majority (81 percent) of 
branch managers were strongly in favour of a "pay-for-performance" system, which 
would link pay directly to performance, because it would strongly differentiate 
between individual performance (IV 7). The bonuses currently paid in ABK were 
awarded fairly and were usually related to employee performance. Most of the branch 
managers (63 percent) were satisfied with their most recent performance bonus (IV 4) 
and half of them knew that they would get a cash award or a non-scheduled pay 
increase if they performed especially well (IV 2). All agreed that performance 
bonuses (added to basic salary) motivated their performance (IV 5). 
BB 
In BB, all of the managers were in favour of a "pay-for-performance" system (IV 7), 
however, only 45 percent were satisfied with their most recent bonus (IV 4). Just over 
207 
Chapter Seven: Research Analysis 
half (55 percent) claimed that they were not compensated (monetarily) for outstanding 
or exceptional work (IV 1) and only 35 percent agreed that financial rewards were 
related to employee performance (IV 3). Not surprisingly, therefore, only 45 percent 
of managers agreed that bonuses were awarded fairly (IV 6). Following on from this, 
only 27 percent knew that they would get a cash award or a non-scheduled pay 
increase if they performed well (IV 2). Rather significantly, all of the branch 
managers in BB agreed that performance bonuses would motivate them (IV 9). 
CBK 
The majority (80 percent) of managers in CBK were in favour of a "pay-for- 
performance" system (IV 7) but a significant 63 percent were disappointed with their 
most recent bonus (IV 4). Not surprisingly more than 50 percent of managers claimed 
that they were not adequately compensated (monetarily) for outstanding work (IV 1) 
but 56 percent did not agree with the assertion that financial rewards were seldom 
related to employee performance (IV 3). Consequently, 75 percent of them agreed 
that bonuses were awarded fairly (N 6). 
63 percent of the managers disagreed with the assertion that they would get a cash 
award or a non-scheduled pay increase if they performed especially well (IV 2). All 
of the managers in CBK agreed that bonuses (added to basic salary) motivated their 
performance (IV 9). 
BKME 
Like the other study banks, the majority (83 percent) of managers in BKME were 
strongly in favour of a "pay-for-performance" system (IV 7). Almost 60 percent of 
managers were disappointed with their most recent bonus (IV 4) and consequently, 58 
percent disagreed with the assertion that they were adequately compensated 
(monetarily) for outstanding work (IV 1). Significantly, only 33 percent believed that 
financial rewards were related to actual employee performance (IV 3) and only 41 
percent of the managers agreed that bonuses in BKME were awarded fairly (IV 6). 
Two thirds of the managers knew that they would get a cash award or a non-scheduled 
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pay increase for outstanding performance (IV 2) and the majority (91 percent) agreed 
that performance bonuses (added to basic salary) motivated them (IV 9). 
GBK 
80 percent of the managers in GBK were strongly in favour of "pay-for-performance" 
systems (IV 7). Half of them, however, were disappointed with their most recent 
bonus (IV 4) and slightly more (60 percent) disagreed with the assertion that they 
were compensated (monetarily) for outstanding work (IV 1). 56 percent of managers 
disagreed with the assertion that financial rewards seldom related to employee 
performance (IV 3) but 62 percent of the managers agreed that performance awards 
(bonuses) were awarded fairly (IV 6). 
A surprisingly small proportion of the managers (25 percent) agreed with the assertion 
that they would get a cash award or a non-scheduled pay increase if they performed 
especially well (IV 2). However, the majority (94 percent) of managers agreed that 
performance bonuses (added to basic salary) motivated them to perform better (IV 9). 
NBK 
In NBK, 80 percent of the managers were strongly in favour of a "pay-for- 
performance" system (IV 7), but only 57 percent were satisfied with their most recent 
bonus (IV 4). Only 47 percent of managers agreed that they were adequately 
compensated for outstanding work (IV 1) but 57 percent disagreed with the assertion 
that financial rewards were seldom related to employee performance (IV 3). Despite 
these responses, 60 percent of managers agreed that performance awards (bonuses) 
were awarded fairly (IV 6). Just under half of the respondents (43 percent) agreed that 
they would get a cash award or a non-scheduled pay increase if they performed 
especially well (IV 2) and the majority (90 percent) agreed that performance bonuses 
(added to basic salary) motivated them(IV 9). 
All Banks 
With regard to the assessment of the performance related pay of all the Kuwaiti banks, 
the researcher came to the following conclusions: The majority (83 percent) of 
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managers were strongly in favour of a "pay-for-performance" system because it would 
strongly differentiate between individual managers (IV 7). 45 percent of managers 
were satisfied with their most recent bonus payment, but an equal number (45 percent) 
were disappointed (IV 4). However, half of the managers agreed that they were not 
adequately compensated (monetarily) for outstanding individual work (IV l) as 
bonuses were largely based on the financial performance of the bank (IV 3). 
Nevertheless, 60 percent of managers agreed that performance awards (bonuses) were 
awarded fairly (IV 6) and half of them agreed that they would get a cash award or a 
non-scheduled pay increase if they performed especially well (IV 2). The majority 
(95 percent) of managers also agreed that performance increases (added to basic 
salary) motivated them (IV 9). 
From this analysis of the performance related pay-linkage in all of the study banks, it 
is possible to address some of the research hypotheses which relate to the assessment 
of the performance related pay-linkage. 
Pay-for-performance attitudes 
The results suggest that the study banks awarded bonuses largely on the basis of bank 
performance rather than the performance of individual managers. Managers were 
sometimes paid for outstanding performance but there was a belief that when this 
actually occurred, although the system was fair, the amounts paid were inadequate. 
This is important having regard for the overwhelming belief that performance related 
pay motivated managers. 
Table 7.8 
Attitudes towards pay-for-performance 
Value Label Value Frequency Percent Cumulative 
percent 
Strongly agree 1 39 40.6 40.6 
Agree 2 52 54.2 94.8 
Neither agree nor 
disagree 
3 2 2.1 96.9 
Disagree 4 3 3.1 100.00 
Strongly disagree 5 0 0 
Missing 9 0 0 
Total 96 100.00 
Source: Questionnaire analysis 
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As shown in table 7.8, the majority (95 percent) of branch managers were strongly in 
favour of a pay-for-performance "system" that would strongly differentiate between 
individual managers. This may give a clear indication to executive managers that they 
should introduce such a system in their banks. These results accordingly lead to the 
rejection of the third null hypothesis (H 3): management performance is not 
dependent on performance related pay. 
7.4.5 External Environmental Factors (EEF) 
ABK 
When ABK was analysed, the researcher found that: 73 percent of branch manager's 
claimed that their performance was affected by the size of the bank and the overall 
satisfaction of customers (V le). 63 percent of branch manager's believed that their 
performance was also affected by changes in the bank's internal regulations (V lb) 
and 70 percent claimed that inadequate information technology resources (V ld &d), 
changes in the local economy and the bank's location (V lf) affect overall 
management performance. 
BB 
The responses in BB (the smallest study bank, depending on which criterion is used to 
determine size) were quite different from that in ABK and the other study banks. The 
majority of managers (65 percent) claimed that their performance was not affected by 
the size of the bank (V 1 e) and only 55 percent believed that performance was 
affected by customer satisfaction (V 1 C). Most of the managers (80 percent) agreed, 
however, that performance was affected by changes in the bank's internal regulations 
(V 1 b) but 45 percent agreed with the assertion that their performance was not 
affected by inadequate information technology resources (V 1 d). 55 percent of 
branch managers also believed that their performance was not affected by changes in 
the local economy (V 1 a) but 45 percent stated that performance was affected by the 
bank's location (V 1 f). 
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CBK 
60 percent of the managers in CBK agreed that their performance was affected by the 
size of the bank (V 1 e) and 73 percent by customer satisfaction (V 1 C). Like the 
other banks the vast majority (87 percent) agreed that their performance was affected 
by changes in the bank's internal regulations (V 1 b) and 67 percent of the managers 
put emphasis on inadequate information technology resources (V 1 d). Rather 
interesting was the fact that although 47 percent of the mangers agreed that their 
performance was affected by changes in the local economy, 50 percent disagreed (V 1 
a). A more unanimous view on the banks location emerged with 67 percent of 
managers agreeing that it affected management performance (V 1 f). 
BKME 
In BKME, (the smallest study bank, depending on which criterion is used to 
determine size) 83 percent of managers agreed that their performance was affected by 
the size of the bank (V 1 e) and three-quarters agreed that management performance 
was affected by customer's satisfaction (V 1 Q. 75 percent of the managers agreed 
that their performance was affected by changes in the bank's internal regulations (V 1 
b). Significantly, all of the managers in BKME agreed that their performance was 
affected by inadequate information technology resources (V 1 d) and almost 60 
percent claimed that it was affected by changes in the local economy (V la). Finally, 
the majority (91 percent) of the managers agreed that performance was also 
determined by the bank's location (V 1 f). 
GBK 
Despite being the second largest of the study banks, only half of the managers in GBK 
agreed that their performance was affected by the size of the bank (V 1 e), however, 
73 percent agreed that management performance was affected by customer 
satisfaction, changes in the bank's internal regulations and by the bank's location (V 1 
c &d &f). Three quarters of the managers also agreed that their performance was 
affected by inadequate information technology resources (V 1 d) and half of them 
claimed that their performance was affected by changes in the local economy (V 1 a). 
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NBK 
In NBK the largest of the study banks, 63 percent of the managers agreed that their 
performance was affected by the size of the bank (V 1 e). Like the other study banks, 
70 percent of managers agreed that their performance was affected by customer's 
satisfaction (V 1 c) and 80 percent agreed that it was also affected by changes in the 
bank's internal regulations (V 1 b). Similarly the majority of managers (70 percent) 
agreed that individual performance was affected by the bank's location (V 1 f), 73 
percent put emphasis on inadequate information technology resources (V 1 d) and 57 
percent on changes in the local economy (V 1 a). 
All Banks 
With regard to the effect external factors have on the performance of all the Kuwaiti 
managers, the researcher found that: half of the managers believed that their 
performance was affected by changes in the local economy (V 1 a) and 60 percent by 
the size of the bank (V 1 e). However, other considerations were more important, for 
example, 70 percent agreed that their performance was affected by customer 
satisfaction (V 1 c), by the bank's location (V 1 f) and by inadequate information 
technology resources (V 1 d). However, the single biggest determinant of bank 
management performance were changes in the bank's internal regulations (V lb). 
From this analysis of the external environmental factors in all of the study banks, it is 
possible to address some of the research hypotheses which relate to the external 
environmental factors. 
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The affect of local economy 
Table 7.9 
Changes in the local economy and the performance of managers 
Value Label Value Frequency Percent Valid 
Cumulative 
percent 
Strongly agree 1 12 12.5 12.8 
Agree 2 39 40.6 54.3 
Neither agree nor 
disagree 
3 8 8.3 62.8 
Disagree 4 31 32.3 95.7 
Strongly disagree 5 4 4.2 100.0 
Missing 9 2 2.1 
Total 96 100.00 
Source: Questionnaire analysis 
As shown in table 7.9, the majority of managers (in all of the banks except BB) agreed 
that performance is affected by the changes in the local economy. This lead to the 
rejection of the fourth null hypothesis (H 4a): the local economy has no affect on 
management performance. 
The affect of the bank's internal regulations 
Table 7.10 
Changes in bank regulation and the performance of managers 
Value Label Value Frequency Percent Valid 
Cumulative 
percent 
Strongly agree 1 16 17.2 17.2 
Agree 2 57 61.3 78.5 
Neither agree nor 
disagree 3 3 3.2 81.7 
Disagree 4 15 16.1 97.8 
Strongly disagree 5 2 2.2 100.00 
Missing 9 3 missing 
Total 96 100.00 
Source: Questionnaire analysis 
As shown in table 7.10, the majority of managers in all of the study banks (61 percent) 
agreed that their performance is affected by the changes in the bank's internal 
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regulations. This lead to the rejection of the fourth null hypothesis (H 4b): changes in 
bank regulations have no affect on management performance. 
The affect of customers satisfaction 
Table 7.11 
The affect of customer satisfaction on management performance 
Value Label Value Frequency Valid Percent Valid 
Cumulative 
percent 
Strongly agree 1 12 12.8 12.8 
Agree 2 56 59.6 72.3 
Neither agree nor 
disagree 
3 5 5.3 77.7 
Disagree 4 18 19.1 96.8 
Strongly disagree 5 3 3.2 100 
Missing 9 2 missing 
Total 96 100.00 
Source: Questionnaire analysis 
Table 7.11 reveals that the majority of managers, in the study banks agreed that their 
performance is affected by customer satisfaction. This may indicate that customer 
satisfaction can be used as a method for motivating or setting rewards and bonuses for 
managers. This lead to the rejection of the fourth null hypothesis (H 4c): customer 
satisfaction has no affect on management performance. 
The affect of information technology resources 
Table 7.12 
The affect of inadequate information technology resources on performance 
Value Label Value Frequency Valid Percent Valid 
Cumulative 
percent 
Strongly agree 1 15 16.1 16.1 
Agree 2 53 57.0 73.1 
Neither agree nor 
disagree 3 8 8.6 81.7 
Disagree 4 16 17.2 98.9 
Strongly disagree 5 1 1.1 100.0 
Missing 9 3 missing 
Total 96 100.0 
Source: Questionnaire analysis 
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Table 7.12 shows that the majority of managers, in the study banks agreed that their 
individual management performance is affected by inadequate information technology 
resources. This means that adequate information technology resources can make a 
positive impact on the performance of the manager. The fourth null hypothesis (H 
4d): inadequate information technology resources have no affect on management 
performance, was, therefore, rejected. 
The affect of the bank's size 
Table 7.13 
The affect of bank size on the performance of managers 
Value Label Value Frequency Valid Percent Valid 
Cumulative 
percent 
Strongly agree 1 11 11.8 11.8 
Agree 2 47 50.5 62.4 
Neither agree nor 
disagree 
3 5 5.4 67.7 
Disagree 4 25 26.9 94.6 
Strongly disagree 5 5 5.4 100.0 
Missing 9 3 missing 
Total 96 100.00 
Source: Questionnaire analysis 
As shown in table 7.13, in most of the banks (ABK, CBK, BKME, GBK, NBK) the 
vast majority (58 percent) of managers agreed that performance is affected by the 
bank's size. The exception in this respect was BB. As BB was the smallest bank in 
the study, it was perhaps not surprising to see that the managers claimed size was of 
no important in determining management performance (see table 3.1). This lead to 
the rejection of the fourth null hypothesis (H 4e): bank size has no affect on 
management performance. 
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The affect of the bank's location 
Table 7.14 
The affect of bank location on the performance of managers 
Value Label Value Frequency Valid Percent Valid 
Cumulative 
percent 
Strongly agree 1 12 12.9 12.9 
Agree 2 55 59.1 72.0 
Neither agree nor 
disagree 
3 1 1.1 73.1 
Disagree 4 22 23.7 96.8 
Strongly disagree 5 3 3.2 100.0 
Missing 9 3 missing 
Total 96 100.00 
Source: Questionnaire analysis 
As shown in table 7.14, the majority of managers in most of the banks (ABK, CBK, 
BKME, GBK, NBK) agreed that their performance is affected by location. The 
exception to this once again, came from managers in BB and perhaps their response 
can be interpreted against the size of the bank. For example, the bank only has 10 
operating branches and 11 ATMs. It was decided, therefore, to reject the fourth null 
hypothesis (H 4f): bank location has no affect on management performance. The 
results seemed to support the view that branch managers performance is determined 
by location. 
7.4.6 Personal and Job-Related Information (PJRI) 
By analysing the personal and job related information from the questionnaires, it is 
possible to derive a number of interesting results which provide us with further insight 
into management performance in the Kuwaiti study banks. Where appropriate this 
section also addresses a number of the research hypotheses. 
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The affect of working experience 
Table 7.15 
Work Experience (by average number of years) 
Bank Name 
Years 
ABK BB CBK BKME GBK NBK Total Average 
Employment 15.3 20.1 21.7 11.3 13.6 16.6 98.6 16.4 
Current Bank 10.3 13.7 18.7 9.2 10.07 14.5 76.47 12.745 
Present Position 4.5 6.7 7.7 6.25 4.5 6.2 35.85 5.975 
Source: Questionnaire analysis 
As revealed in table 7.15 respondent managers had spent on average approximately 16 
years employed in the banking sector. In general CBK and BB employed the most 
experienced managers and at the other extreme, BKME had managers with the least 
experience. Nevertheless, BKME branch managers had been employed in banking for 
an average of just over I1 years. 
In terms of employment with current bank, CBK once again reveals the longest 
average period at almost 19 years followed by NBK and BB. At the other extreme 
BKME's managers have been employed by the bank for an average of just over 9 
years. 
The average time spent in present positions is 6 years and CBK, once again, reveals 
managers to have been in their current positions for the longest time at almost 8 years. 
At the other extreme, ABK and GBK (both 4.5 years) reveal the shortest time. 
Examining the data in table 7.15 this suggests that these latter banks might be rotating 
branch managers every 4 or so years to give them different experiences and to avoid 
complacency. In CBK, however, there seems little evidence of this strategy. 
In the light of these findings one could also argue that the majority of the managers in 
the Kuwaiti banking sector are loyal to their respective banks in the sense that they 
don't change employers very often (i. e. an average of about 13 years). 
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The affect of the gender 
Table 7.16 
The distribution of the respondents by sex (percentages) 
Bank Name Male Female Missing Total 
ABK 8 3 - 11 
BB 9 2 - 11 
CBK 10 4 2 16 
BKME 7 3 2 12 
GBK 9 5 2 16 
NBK 20 8 2 30 
Total 63 25 8 96 
percentage 
(percent) 
65.6 26 8.4 100 
Source: Questionnaire analysis 
As shown in table 7.16,65 percent of the managers are male, while 26 percent are 
female. This profile of the sample is not surprising as in the Arab society the male is 
dominant. However, these findings are significant as they indicate that there has been 
some progress in relation to the participation of women, not only in the work force, 
but also in regard to management jobs. No pattern can be detected to indicate whether 
management performance is affected by the manager's gender. There was, for 
example no obvious difference between the responses of male and female managers. 
It was, therefore, decided to accept the fifth hypothesis (H 5d): management 
performance is unaffected by the manager's gender. 
The affect of the nationality 
Table 7.17 
The distribution of the respondents by nationality (percentages) 
Nationality 
Bank Name 
Kuwaiti Gulf 
Countries 
Arab 
Countries 
Foreign 
Countries 
Missing Total 
ABK 8 1 1 1 - 11 
BB 5 - 6 - - 11 
CBK 6 1 5 3 1 16 
BKME 11 - 1 - - 12 
GBK 11 1 2 - 2 16 
NBK 20 1 8 - 1 30 
Total 61 4 23 4 4 96 
percentage 
(percent) 63.55 4.16 23.97 4.16 4.16 100.0 
Source: Questionnaire analysis 
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In respect to the nationalities of the respondents, the Kuwaitis account for 60 percent 
of the sample (see Table 7.17). This profile could be related to the long history of 
banking in Kuwait which goes back to 1952. On the other hand it also reflects the 
existence of employment legislation that promotes and rewards the employment of 
Kuwaiti nationals. No pattern can be detected from the analysis of the questionnaire 
to suggest that management performance is affected by the manager's nationality, 
therefore, the fifth hypothesis (H 5b): management performance is unaffected by the 
manager's nationality was accepted. 
The affect of the educational level 
Table 7.18 
The distribution of the respondents by education (percentages) 
Degree 
Bank Name 
Secondary 
School or less 
Two Year 
Diploma 
University 
Degree 
Higher 
Degree 
Missing Total 
ABK - 2 7 1 1 11 
BB 1 3 6 1 - 11 
CBK 2 4 7 2 1 16 
BKME - - 10 1 1 12 
GBK - 3 11 - 2 16 
NBK 3 2 23 - 2 30 
Total 6 14 64 5 7 96 
percentage 
(percent) 
6.25 14.58 66.67 5.20 7.20 100.0 
Source: Questionnaire analysis 
The majority of branch managers in the sample hold a university degree (67 percent), 
15 percent had a two year diploma, 6 percent hold a secondary school certificate and 5 
percent a higher degree. This profile reflects the increased educational opportunities 
in Kuwait during the past 20 years. Table 7.18 presents the salient points of the 
sample in relation to the educational qualifications of the respondent managers. It 
seems that the vast majority have a university degree, which suggest that the study 
banks do put an emphasis on formal qualifications. Moreover, the cross tabulations 
revealed that the younger managers tended to have the better qualifications, i. e. 
university degrees, rather than diplomas or school certificates. Respondents with 
higher degrees were also either younger or expatriates, falling into the "others" 
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category. On this basis it was decided to reject the fifth hypothesis (H 5a): 
management performance is unaffected by the educational qualification of managers. 
The affect of the age 
Table 7.19 
The distribution of the respondents by age 
Age of respondent Absolute frequency Relative frequency 
(percentage) 
Percentage 
cumulative frequency 
less than 25 - - - 
25-34 27 29.7 29.7 
35-44 48 52.7 82.4 
45-54 15 16.5 98.9 
55 or more 1 1.1 100 
Total 91 100 
Source: Questionnaire analysis, Missing cases 6. 
As shown in table 7.19, most (53 percent) of the branch managers were aged between 
35-44 years old, however, a significant number (30 percent) were aged between 25-34 
years old and the remainder (16 percent) were aged between 45-54 years old. The age 
profile of the managers is a reflection of the retirement age in Kuwait which is 55 for 
men and 45 for women. The results suggest that emphasis is placed on performance 
in the job and that experience too is also important in determining management 
performance. This is apparent not only from the analysis of the questionnaire but also 
from the work experience profile (Table 7.15) and the age profile shown in table 7.19. 
On this basis it was decided to reject the fifth hypothesis (H 5c): management 
performance is unaffected by the manager's age. 
The affect of the monthly salary 
Table 7.20 
The distribution of the respondents by monthly salary (KD) 
Monthly salary KD Absolute frequency Percentage relative 
frequency 
Percentage 
cumulative frequency 
less than 400 - - - 
401-500 - - - 
501-600 4 4.71 4.71 
601-700 15 17.65 22.36 
701-800 11 12.94 35.3 
801-900 17 20 55.3 
901-1000 12 14.1 69.4 
1001-2000 25 29.4 98.8 
over 2000 1 1.20 100 
Total 85 100 
Dourcu; qucsuunnuIrc unalybib, ivnssmg casts r4. 
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The monthly salaries of the branch managers, is shown in table 7.20: 30 percent had a 
salary between KD 1001-2000, and 20 percent had a salary between KD 801-900. 
Consequently this meant that 45 percent of the sampled managers had relatively high 
salaries compared with the lower ranges shown in table 7.20. Evidence from the cross 
tabulations suggest that Kuwaiti managers and "others" were paid an average higher 
salary than Arab and Gulf country employees. Similarly, the results of the 
questionnaire suggest that managers believed that their performance is influenced by 
reward in the form of bonuses and would be further enhanced by the payment of 
performance related pay. It was, therefore, decided to reject the fifth hypothesis (H 
5e): management performance is unaffected by the manager's monthly salary. 
Arrangement of the study's factors according to their importance from the 
branch manager's point of view (V. 2). 
Out of the 97 responses to the questionnaire only 55 gave an acceptable answer 
regarding the arrangement of the factors (management performance appraisal, 
training, planning, performance-related-pay, and external environmental factors), 
according to their importance from the manager's point of view (1= very important, 
5= not important). The number of managers who gave the factors a ranking of 1 and, 
therefore, regarded it as "very important" is shown in table 7.21. 
Table 7.214 
Arrangement of the study factors according to their importance 
Bank name/ ABK BB CBK BKME GBK NBK Total Ranking 
variable 
Training and 3 2 0 0 5 9 19 1 development 
Planning 3 2 0 5 1 3 14 2 
External 
environmental 1 4 0 3 2 1 11 3 
factors 
management 
performance 3 0 2 1 2 2 10 4 
appraisal 
Performance- 
related -pay 
1 0 0 0 0 0 1 5 
Total 11 8 2 9 10 15 55 
source: questionnaire analysis, rv= ZO. ) 
4The numbers in the table reflect only choice number I which means very important. 
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The arrangement of the factors according to their ranking is shown in table 7.21: 
training and development was ranked 1, planning was ranked 2, external 
environmental factors was ranked 3, management performance appraisal was ranked 
4, and performance related pay was ranked 5. Therefore, it seems that from the 
manager's point of view training is considered to be the most important factor, 
followed by planning. External environmental factors and management performance 
appraisal, although important, are both considered less important while performance 
related pay is ranked number 5 and is therefore the least important. 
Based on the analysis of interviews and questionnaires, it seems that their was a 
tentative association (but nothing stronger) between training and management 
resource planning (see Table 7.21), and financial performance, as measured by net 
profit, ROA, and ROE (see Tables 4.28-4.30). For example, NBK and GBK had the 
most favourable responses from managers to job development planning (119,111 1, III 
7), and also the highest resources committed to training facilities (II f, III 10, III 12). 
At the same time they also had the best results of any of the study banks based on the 
financial performance indicators shown in Tables 4.28-4.30. ABK and BB are middle 
performance banks (based on their management performance indicators) and 
simultaneously display broadly middle level performance in terms of their financial 
indicators. Finally, BKME and CBK are low performing banks (based on their 
management performance indicators) and this generally correspond, to their financial 
performance. 
7.5 CONCLUSION 
The practices of management performance in Kuwait were examined in the previous 
sections and six banks were used to illustrate management performance practices. 
Special attention was paid to exploring the assessment of the performance-related- 
pay-linkage and also the effect of external environmental factors, on the various 
aspects of this process. Each bank's practices were analysed from two different 
perspectives, i. e. the bank's view point represented by senior managers and the 
individual managers standpoint represented by the branch managers. There were 
differences as well as similarities amongst the study banks with regard to practice as 
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discussed earlier. However, in most of the banks, although systematic approaches to 
management performance were lacking, the analysis was able to discern clear patterns 
which will facilitate some policy recommendations. 
The findings of this research, as well as the evidence from previous studies, have 
shown that management performance efforts in Kuwait are frustrated by interrelated 
and interdependent contextual elements. Nationally, management performance as a 
multidimensional and multipurpose-activity has yet to be fully comprehended in 
Kuwait. Culturally, many social forces, i. e. intimate social ties and social status are 
important and complicated issues which affect management performance. They have 
not, however, been fully taken into account by the banks concerned. Consequently, 
there is a national misconception about the significance of management performance 
and the effect cultural consideration and the personal ties (wastah), have on a 
scientific and completely objective approach to this process in Kuwaiti banks. 
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CHAPTER EIGHT 
CONCLUSION 
8.0 INTRODUCTION 
In the previous chapter, six banks from the Kuwaiti banking sector were analysed to 
explore the pattern of management performance practices. A number of salient points 
have emerged which characterise management performance in Kuwait. The main 
research findings and their contribution to our understanding of management 
performance in Kuwait are presented in the first section of this chapter. The second 
section discusses the limitations of the study and identifies future research 
possibilities. 
8.1 RESEARCH FINDINGS AND CONTRIBUTION 
This study has a number of strengths: first, the study focused on the financial services 
sector which is under researched in Kuwait; second, the banking industry was of 
particular interest because most (but not all) of the successful banks are already using 
strategic planning, training, and performance-related pay etc.; third, an empirical 
questionnaire was developed to understand better the effects of management 
performance appraisal, management training activities, management resources 
planning, the assessment of the performance-related pay linkage, external 
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environmental factors, and personal and job-related information, on the performance 
of managers in the study banks. The response rate for this survey was very high and 
provided a rich source of information for this study. 
From the overall financial performance perspective the Kuwaiti commercial banks 
were compared to other GCC banks. This comparison, however, revealed that 
Kuwaiti banks did not perform very well, although a great deal of progress has been 
made in the financial sector since the invasion in 1990. The financial performance of 
these banks, however, varies according to which indicators have been used i. e. net 
profit, return on assets, return on equity, market share etc. Banks also try to improve 
their financial performance in a number of different ways. For example, some banks 
may restructure their portfolios to improve overall profitability whereas others may 
try to improve their performance by merging with other banks. ' Although the study 
has used financial ratios to evaluate the financial performance of the study banks, it 
has also identified a number of disadvantages associated with the use of ratios. Using 
other tools of analysis, in this instance, tools which focus on management 
performance, therefore, is essential in resolving the problem of measuring and 
understanding better overall performance. 
The literature survey established that management performance is a relatively new 
approach in financial institution, especially for banks in Kuwait. The survey also 
identified a number of different factors (both internal & external) which could affect a 
bank's management performance. The internal factors are: human resource planning, 
human resource training, management recruitment policy, and promotion (pay); and 
the external factors included environmental considerations such as technology, 
information, and customer satisfaction. 
The primary objectives of the research were translated into meaningful themes or 
issues for the field survey. These issues were incorporated into the questionnaire and 
the interviews which served as the bases for investigating (and studying) management 
performance in Kuwaiti commercial banks. 
For example, CBK and BKME were the subject of a merger study in 1995. 
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The results of this investigation can be summarised as follows: most of the study 
banks typically tried to fill junior management positions from within and there was a 
definate culture of promotion from within the banks. With more senior positions all 
of the banks used head hunters to recruit from outside. Similarly all of the banks 
placed emphasis on experience which emerged as the most important factor in 
recruitment and selection. Most of the banks also promoted and recruited managers 
on a trial or probationary period which usually lasted for approximately three months. 
Few banks, however, had a clear policy regarding management recruitment and 
selection but experience, and academic qualification emerged as fundamental factors. 
The common method of assessment throughout the study was to interview staff in 
order to assess promotion potential. Rather interestingly, however, only a few banks 
used performance and the accomplishment of individuals as criteria for promotion. 
Most of the Kuwaiti commercial banks had some sort of performance measure, which 
depended on MBO, however, these methods were not always clear. Most of the banks 
also mentioned MBO in their strategic plan and all of the managers agreed that the 
main objectives of management performance appraisal was to improve the 
performance of both managers and the bank alike. Despite the lack of clarity in 
specific MBO methods, all of the banks had sound practices and clear criteria for 
promotion (as discussed above). 
The study bank's practices were analysed from the different perspectives of senior 
managers and branch managers, and differences, as well as similarities, emerged 
among the study banks with regard to bank practice. As for management resource 
planning, senior managers, in general, revealed a lack of awareness of the importance 
of management resource planning, especially in terms of its relationship to 
management training and other development activities. This situation was caused by 
many factors (as gathered from the interviews and the researcher's own observations): 
1)good human resource management systems were generally lacking; 2)there was an 
insufficient number of human resource specialists in the banks; and; 3)senior 
management were apathetic towards human resource activities. 
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As for management training, all of the study banks had a budget which covered 
training courses and the common objective of the bank's training policies was to 
improve the overall performance of management. However, no uniform defined 
policy on management training existed in the study banks. The major constraints to 
management training that could be found in the empirical results were: 1)an absence 
of clearly defined training and development policies; 2)a lack of any formal training 
needs assessment; 3)a lack of commitment to training by senior management largely 
due to time constraints; and 4)the influence of cultural considerations and personal 
ties (wastah) in the selection of course participants. 
The empirical results also suggested that there was a need for more management 
training to address the following considerations: 1)to redress the past neglect of 
training and development; 2)to address the past imbalance between employment 
qualifications at entrance and subsequent training in the job; and, 3)to appreciate that 
learning through experience is not only an incomplete method of training, but could 
also be unsafe and risky. 
In summary, the main findings of the study suggested that management performance 
in the Kuwaiti commercial banks is dependent on a number of internal factors 
including: management training, management resource planning, performance related 
pay; and a number of external environmental factors including: local economy, bank 
internal regulations, customer satisfaction, inadequate information technology 
resources, bank size, bank location, and cultural considerations. However, social and 
personal ties (wastah) had relatively little on management performance. 
As for the affect of personal and job-related information on management performance, 
some factors like educational qualification, age, and monthly salary had an affect. 
However, other factors such as the manager's nationality, gender, and experience, had 
little or no affect. It is relevant, however, to reiterate that in most of the banks, 
systematic approaches to management performance were either non existent or very 
poor. 
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The findings of this research, together with the evidence from previous studies, have 
shown that management performance efforts in the Arab world are frustrated by 
contextual elements. Nationally, management performance as a multidimensional and 
multipurpose-activity has yet to be fully accepted in Kuwait. Social forces, i. e. 
intimate social ties and social status, are important and complicated issues which 
affect and determine management performance. Consequently, there is a national 
misconception about the importance of management performance and the effect 
cultural and the personal considerations have on a scientific approach to its 
implementation in Kuwaiti banks. 
Several recommendations emerge from the empirical analysis: banks can maximise 
their opportunities to create customer satisfaction by placing greater attention on 
management performance which in turn should result in higher profits or conversely, 
safeguard market share. It is, therefore, recommended that individual banks assess 
their own customer's perceptions and then review their strategic plans and operations 
to assess exactly where resources and effort should be placed within the banks. 
The study also emphasis the importance of team work, and that performance- 
management processes are necessary at all levels of management. Moreover, branch 
managers will be more willing to co-operate if they don't perceive performance- 
management as a special event. This can be achieved by making the work itself more 
rewarding thereby combining reward with actual performance. Banks, therefore, need 
a performance management system that defines performance and develops employee 
and organisational capabilities to deliver it. 
8.2 LIMITATIONS OF THE STUDY AND POSSIBLE FUTURE 
RESEARCH 
There were several limitations to the research, for example, there was no scope to do a 
time series study of the management-performance factors (indicators). The main 
reason for this was that the management-performance factors (indicators) have not 
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been applied for very long in the Kuwaiti banking sector and even now they are not 
uniformly applied. 
There are several possible areas for future research that could be built on this study. 
First, the results of the study could be used as a basis for future mergers between some 
of the study banks. Second, the study could be expanded to incorporate more banks 
either from within Kuwait or other GCC countries. The study could also be expanded 
to incorporate a comparison with management performance practices in the west. 
Finally, the results of this study could also perhaps be used to determine how these 
study banks progress over the next five to ten years. 
8.3 CONCLUSION 
The study makes no attempt to replace existing financial measures, but rather seeks to 
complement them by using management performance measures. Combining 
management-performance with financial ratios and other measures could provide 
senior managers with a rich source of data that could facilitate better decision making 
and overall performance. 
In order to improve management performance, Kuwaiti commercial banks should 
accept that change may be necessary at all levels within the organisation. Responding 
to these changes will require the ability to learn, adapt to change, solve problems 
creatively, and communicate effectively to diverse groups. In addition, employees 
must be proactive and take personal responsibility for their careers to better ensure 
future employability and advancement. Observing work performance and providing 
feedback, should be a routine part of the performance management process. 
Finally, "a performance-management" approach is not a complete solution to all 
management problems. For example, if managers are ineffective, a new performance- 
management approach will not in itself make them effective. Rather managers will 
become better decision makers, because performance issues and the measures for 
performance will be clearer. Moreover, performance-management is not something 
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which can be set up and left to run on its own; instead it must be maintained, reviewed 
regularly and perceived as an integral part of the individual managers jobs and as an 
integral part of the organisation and culture of the bank. 
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Appendix I 
t Loughborough 
University Interview Questions with Senior Managers 
Please circle one answer: 
A. General Information 
1. The Bank name: 
2. Total number of managers and 
supervisors(include branch network) 
3. General manager nationality Kuwaiti 1 
Gulf Countries 2 
Arab Countries 3 
Foreign Countries 4 
B. Human and management Resource Planning (HMRP) 
I. Human Resources Planning (HRP) 
1. Does your bank have a clear human resource planning system? 
Yes 1 No 2 
2. a If "yes" what is the length of the plan? And what levels dose it cover? 
Length of the plan: 
Less than 5 years 
1 
Others please specify: 
Less than 3 years One year 
23 
2. b What levels of management does it cover? 
Low level Middle level High level All levels 
1 2 3 4 
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3. If "no" what are the reasons? 
4. Does your bank practice job analysis i. e. job description and job 
specification? 
Yes 1 No 2 
5. If "yes" is it connected to training and development of your staff? 
Yes 1 No 2 
II. Management Recruitment and Selection (MRS) 
1. What sources are given priority in recruiting new managers? 
Internal 1 External 2 
2. What are the factors that influence your choices as managers? 
3. How can you test these factors ? 
4. What is the estimated percentage of managers who were internally 
recruited in your bank? 
Greater or less than 70% Less than 50% Less than 30% Less than 10% 
1234 
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Others please specify: 
5. What methods are used in internal recruitment? 
6. What methods are used in external recruitment? 
7. In recruiting new managers which qualifications and personal features do 
you emphasise? 
8. What is the most important factor that you emphasised in selecting new 
managers (choose one)? 
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9. How can you test that factor ? 
Strongly 
Neither Strongly 
Agree agree nor Disagree 
agree disagree disagree 
10 The social and personal 12345 
relations (which are common 
in Kuwaiti society) have 
great influence on 
management selection? 
III. Management Performance Appraisal (MPA) 
1. Do you consider that your banks current performance management 
measure is adequate? 
Yes 1 No 2 
Others (please specify): 
2. If "yes" what are they (performance management measures)? 
3. How they are being applied ? 
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4. If "no" what are the reasons? 
5. How often do you appraise managers' performance in your bank? 
Once Twice Three times Four times Every 
a year a year a year a year month 
12345 
Others please specify: 
6. What methods are used in appraising the performance of managers ? 
7. What are the objectives of the appraisal? 
8. Do you think that the appraisal is influenced by social and personal 
factors? 
Yes 1 No 2 
Others (please specify): 
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IV. Management Potential Assessment, Promotion and Succession Planning 
(MPAPSP) 
1. Do you assess the future potential of your managers? 
Yes 1 No 2 
2. If "yes" what method do you use? 
3. Do you have defined plans to meet sudden vacancies at various 
management levels? 
Yes 1 No 2 
4. What are the criteria which you use to decide promotion to management 
jobs? 
5. To what degree do you think 
that these processes are 
subject to cultural 
considerations? 
Others please specify: 
Strongly 
Neither 
Agree agree nor Disagree 
agree disagree 
1234 
Strongly 
disagree 
5 
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V. Concluding Questions 
1. What are the consequences of the overall Kuwaiti environment on these 
process? 
2. Who is/are supposed to be involved in each of the following various 
management career decisions (please circle)? 
People: 
Processes: 
Immediate 
Boss 
Peers Higher 
Managers 
HR 
Specialist 
Recruitment planning 1 2 3 4 
Selection interview 1 2 3 4 
Potential assessment 1 2 3 4 
Performance appraisal 1 2 3 4 
C. Management Training and Development Activities (MTDA) 
1. Do you have a defined management training policy? 
Yes 1 No 2 
2. If "yes" what are the main objectives of this policy? 
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3. If"no"why not? 
4. If "yes" what are the levels that the above policy covers ? 
Low Middle High All 
level level level levels 
1234 
Others please specify: 
5. Do you believe that there is a need for management training? 
Yes 1 No 2 
6. If "yes" what is the degree of 
need in this bank? 
Why (others please specify): 
Strongly 
Neither 
Agree agree 
agree nor 
disagree 
123 
Disagree 
Strongly 
disagree 
45 
7. How do you assess training needs of your managers? 
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8. What kind of skills should the managers have to be suitable for training? 
9. What are the main forms of training offered to your managers? 
10. How do you evaluate management training? 
11. Is there a certain amount of annual training that each of your managers 
is required to attend? 
Yes 1 No 2 
Others (please specify): 
12. In your opinion to what extent does training contribute to the 
performance of the organisation as well as to the development of 
individual managers? 
very important important 
12 
neither 
important nor 
unimportant 
3 
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less important unimportant 
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13. In what way does the social environment in Kuwaiti affect your training 
activities? 
14. In comparison with other banks how would you rate your bank's 
management performance? 
Best Middle Fair Low Very low 
12345 
Others please specify: 
15. What resources do you allocate for training your managers? 
Manager's name: 
Job title: 
Date: 
Length of the interview: 
Place: 
Thank you 
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Appendix II 
ii üh aroug 
University 
Questionnaire 
On Management 
Performance 
In The Banking Sector 
The State OF Kuwait 
Appendix: 11 
Dear Sir/Madam 
I am currently studying for a PhD. in Banking and Finance at Loughborough 
University Banking Centre, UK.. The title of my research thesis is: "A study of the 
financial and management performance of the Kuwaiti commercial banks. 
The questionnaire will form an important part of the research and your participation in 
completing and answering the questions would be greatly appreciated. The 
questionnaire will, of course, be treated in strict confidence and only be used by 
myself in completing the research. Under no circumstances will your responses be 
see by other individuals in your bank. 
Thank You 
H. Al-Haddad 
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Instructions For Answering The Questionnaire 
The questionnaire covers the following areas: 
I. Management Performance Appraisal (MPA). 
II. Management Training Activities (MTA). 
III. Management Resources Planning (MRP). 
IV. Assessment of the performance-related pay linkage (APRPL). 
V. External Environmental Factors (EEF) 
VI. Personal and Job-related Information (PJRI). 
Please answer all questions as they reflect your experience in your bank. There are no 
standard answers to the questions, but they should reflect the actual practices in your 
bank. 
A blank space is provided at the end of each section for your comments. Please do not 
hesitate to write whatever you think or feel in relation to the section concerned. These 
comments are essential to illustrate and strengthen the results of this study. 
If you have any inquiry or explanation concerning any terminology in this 
questionnaire, please do not hesitate to contact (page) me on ###, code 6, or fax me on 
###. 
The questionnaire should take you approximately 15-20 minutes to answer. 
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Researcher's 
Use Only 
I. Management Performance Appraisal in This Bank 
Management performance definition is: a process which is designed to improve organisational, team and 
individual performance and which is owned and driven by line managers (Armstrong, 1994). 
The following questions ask you about your management performance and management 
performance appraisal in your bank. 
Please circle one answer per question which indicates your response to each of the following 
statements. Where the question is subdivided into a, b, c, etc., (for example, questions 2 and 
14, etc. ) treat each subdivision as a separate question. Five kinds of answers are provided: 
(Strongly agree = 1, Agree = 2, Neither agree nor disagree = 3, Disagree = 4, Strongly 
disagree = 5). For example, if you strongly agree with the first statement then please circle 
(1). Your choice should reflect the actual practices in your bank. If you wish to change an 
answer put a line through the old answer. 
1. My performance is formally appraised at least: (please circle one answer) 
Every month 1 
Four times a year 2 
Three times a year 3 
Twice a year 4 
Once a year 5 
Others (please specify) 
Strongly 
agree 
Agree 
Neither 
agree nor Disagree 
Strongly 
disagree 
disagree 
2. My performance is usually 
appraised by: 
a. Myself. 1 2 3 4 5 
b. My immediate superior 1 2 3 4 5 
c. The personnel department. 1 2 3 4 5 
d. Myself and another company 1 2 3 4 5 
representative 
3. My supervisor considers the 
performance appraisal to be an 1 2 3 4 5 
important part of his/her duties. 
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Strongly 
Agree 
Neither 
agree nor Disagree 
Strongly 
agree disagree disagree 
4. In my opinion, this bank considers 
the performance appraisal to be an 1 2 3 4 5 
important part of a supervisor's 
duties. 
5. There is a tendency for 
supervisors to give the same 1 2 3 4 5 
performance rating regardless of 
how well employees perform their 
jobs. 
6. My supervisor's last performance 1 2 3 4 5 
appraisal of me was accurate. 
7. When rating my performance, my 
supervisor doesn't take into 
account elements beyond my 1 2 3 4 5 
control (e. g. deficient tools 
resources, delays by other offices, 
etc. ). 
8. My performance is appraised only 
if promotion or training is 1 2 3 4 5 
considered. 
9. My performance appraisal takes 
into account the most significant 1 2 3 4 5 
parts of my job. 
10. I feel that performance appraisals 
help in improving the performance 1 2 3 4 5 
of this bank. 
11. Confidential performance 
appraisal is the usual practice in 1 2 3 4 5 
this bank. 
12. The objectivity of management 
performance appraisal is 12345 
influenced by social/personal ties. 
13. I believe that the appraisal of the 
manager's performance helps the 2345 
management development 
processes. 
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Strongly Agree 
Neither 
agree nor Disagree 
Strongly 
agree disagree 
disagree 
14. One of the main aims of the 
performance appraisal is to: 
a. Determine my past 1 2 3 4 5 
performance 
b. Help the manager to set future 1 2 3 4 5 
targets. 
c. Determine bonus payment. 1 2 3 4 5 
d. Assess training needs. 1 2 3 4 5 
e. Assess promotion prospects. 1 2 3 4 5 
f. Others (please specify) 
15. The standards used to evaluate my 
performance have been fair and 1 2 3 4 5 
impersonal. 
16. In this bank, only a fixed percentage 
of employees can get the highest 1 2 3 4 5 
rating on their annual performance 
appraisal process. 
17. Information that I receive about my 
performance usually comes too late 1 2 3 4 5 
for it to be of use to me. 
18. The performance appraisal process in 
my bank is a waste of time. 1 2 3 4 5 
19. The management performance 
measures used in this bank are 1 2 3 4 5 
connected to the strategic plan. 
20. The management performance 
measures used in this bank are well 1 2 3 4 5 
known throughout the bank. 
21. The management performance 
measures are frequently reviewed. 
1 2 3 4 5 
22. The management performance 
measures enable the bank to monitor 1 2 3 4 5 
both the level and trend of 
management performance. 
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Strongly 
Agree 
agree 
23. The management performance 12 
measures are updated as required. 
Neither 
Strongly 
agree Disagree disagree 
nor 
disagree 
345 
24. The management performance 
measures are important in 
determining: 
a. My reward. 12 3 4 
b. My status. 12 3 4 
c. My management style. 12 3 4 
d. My motivations. 12 3 4 
e. The team rewards. 12 3 4 
f. The team status. 12 3 4 
Please provide any additional comments you wish to make in the sp ace below: 
5 
5 
5 
5 
5 
5 
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II. Management Training Activities in this Bank 
1. Please give the number of days that you have spent on any training activities in the last 12 
months (please circle one answer): 
Non 1 
1-7 2 
8-15 3 
16-30 4 
over 30 5 
2. The following questions ask how you feel about your self and the management 
training activities in your bank. Your choice should reflect the actual prac tices in 
your bank. 
Strongly 
a ree 
Agree 
Neither 
agree nor Disagree 
Strongly 
disagree g disagree 
a. Information about management 
training activities in the bank is 1 2 3 4 5 
always available to me. 
b. My selection for management 
training will enhance my future as 1 2 3 4 5 
a manager. 
c. I am always involved in decisions 1 2 3 4 5 
concerning my training. 
d. My immediate superior always 
participates in decisions 1 2 3 4 5 
concerning my training. 
e. Management training is always 
decided by personnel training 1 2 3 4 5 
department. 
f. The amount of training offered to 1 2 3 4 5 
me as a manager is sufficient. 
g. I usually write a report on my 
return from any training 1 2 3 4 5 
experience. 
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Strongly 
Agree 
Neither 
agree nor Disagree 
Strongly 
agree disagree 
disagree 
h. There is always someone within 
the organisation with whom I can 1 2 3 4 5 
discuss my training experience. 
i. My selection for management 
training is closely related to my 1 2 3 4 5 
current job needs. 
j. Information on all future 
management training opportunities 1 2 3 4 5 
is always available to me. 
k. Management training is available 1 2 3 4 5 
to a few selected managers. 
1. Selection for management training 
is influenced by social/personal 1 2 3 4 5 
ties. 
M. I usually discuss training 
programmes' objectives with my 1 2 3 4 5 
superior before participation. 
n. In my opinion management 
training improves a manager's. 1 2 3 4 5 
performance. 
o. In my opinion management 
training improves the 1 2 3 4 5 
organisation's performance. 
p. Training activities need a lot 1 2 3 4 5 
more emphasis in my bank. 
Please provide any additional comments you wish to make in the sp ace below: 
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III. Management Resource s Planning in This Bank 
The following questions ask you about management resource planning in your bank. You 
may not know your banks position on all of the following questions. In these instances will 
you please provide your own personal views by circling the appropriate response. 
Strongly 
Neither 
Strongly 
ree 
Agree agree nor Disagree disagree a g disagree 
1. All managers future careers are 12345 
planned. 
2. Management careers at all levels 12345 
are systematically developed. 
3. Management potential is assessed 
according to scientific rating 12345 
techniques. 
4. Management potential is assessed 12345 by senior management. 
5. Management potential is assessed 12345 by immediate superiors. 
6. Management potential assessment 
is subject to the influence of 12345 
social/personal ties. 
7. Management recruitment needs 12345 
are planned in advance. 
8. Internal recruitment is the rule in 
filling vacant management 12345 
positions. 
9. External recruitment is a main 
source of filling vacant 12345 
management positions. 
10. There is always a trained 
replacement to fill any future 12345 
management vacancies. 
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Strongly Agree 
Neither 
agree nor Disagree 
Strongly 
agree disagree disagree 
11. All qualified management 
candidates have an equal 1 2 3 4 5 
opportunity to be selected. 
12. Training is always provided before 1 2 3 4 5 
management placement. 
13. In my opinion management 1 2 3 4 5 
selection is influenced by social 
ties. 
14. Promotion is gained by 
consistently achieving high quality 1 2 3 4 5 
results. 
15. Promotion is gained through 1 2 3 4 5 
seniority. 
16. Promotion is gained by showing 
the ability to develop oneself and 1 2 3 4 5 
subordinates. 
17. Promotion is gained by cultural 1 2 3 4 5 
considerations. 
18. I have reached my present position 
as a result of promotion from 1 2 3 4 5 
within the organisation. 
19. 1 believe that management career 
development contributes greatly to 1 2 3 4 5 
the bank's performance 
improvement. 
20. In my opinion, the career 
development scheme has helped 1 2 3 4 5 
my development as a manager. 
Please provide any additional comments you wish to make in the s pace below: 
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IV. Assessment of the performance-related pay linkag e: 
The following questions ask you about performance-rel ated pay linkages in your bank. Your 
choice should reflect the actual practices in your bank. 
Strongly 
agree 
Agree 
Neither 
agree nor Disagree 
Strongly 
disagree disagree 
1. I am compensated monetarily for 12 3 4 5 
outstanding work. 
2. I will get a cash award or a non- 
scheduled pay increase if I12 3 4 5 
perform especially well. 
3. Financial rewards are seldom 
related to employee performance. 1 2. 3 4 5 
4. I was disappointed with my most 
recent performance award (bonus). 12 3 4 5 
5. Performance increases (added to 
basic salary) motivate my 
performance. 12 3 4 5 
6. The performance awards (bonus) 12 3 4 5 in my bank are awarded fairly. 
7. I favour a strong "pay-for- 
performance" system for my bank 12 3 4 5 
that would strongly differentiate 
between individuals. 
Please provide any additional comments you wish to make in the s pace below: 
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V. External Environmental Factors: 
The following question asks you about the effect of external environmental factors on your 
management performance. Your choice should reflect the actual practices in your bank. 
Strongly 
Neither 
Strongly 
agree 
Agree agree nor Disagree disagree 
disagree 
My performance is affected by: 
a. Changes in the local economy. 12345 
b. Changes in the bank's internal 1 2 3 4 5 
regulations. 
c. Customer's focus (satisfaction). 1 2 3 4 5 
d. Inadequate information 1 2 3 4 5 
technology resources. 
e. Bank's size. 1 2 3 4 5 
f. Bank's location. 1 2 3 4 5 
g. Others (please specify) 
2. Arrange the following factors according to their importance from your point of 
view (1= very important, 5= not important): 
Training and development 
Management resources planning 
Pay-performance linkage 
External environmental factors 
Management performance appraisal 
Please provide any additional comments you wish to make in the space below: 
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Name of the Bank 
District 
Branch Name (optional) 
VI. Personal and Job-Related Information 
Finally, the last set of questions ask about you personally and other job related information. 
If you consider that any of these questions are too personal or sensitive then please omit 
them and go on to the other questions. 
1. Working experience (please complete and specify in terms of years): 
Total number of years in 
employment 
Years with current bank 
Years in present position 
Please circle one of the answers provided to each of the following questions: 
2. a. Educational Qualification: 
Secondary school certificate or less 1 
Two years diploma after secondary school 2 
University degree 3 
Higher degree 4 
2. b. If you chose 2 in question 2a please circle one of the answers provided to each of the 
following questions: 
College Of Business Studies 1 
Industrial College 2 
Teachers Institute 3 
Technology Institute 4 
Medical Institute 5 
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2. c. If you chose 3 in question 2a please circle one of the answers provided to each of the 
following questions: 
Management Studies 1 
Accountancy 2 
Statistics 3 
Economics 4 
Marketing 5 
Political Studies 6 
2. d. If you chose 4 in question 2a please circle one of the answers provided to each of the 
following questions: 
Master Of Arts (MA) 1 
Master of Science (MS) 2 
Master Of Business Administration 3 
(MBA) 
Doctor Of Philosophy (Ph. D. ) 4 
2. f. Others (please specify) 
3. Job position: 
General Manager (GM) 1 
Deputy/assistant to GM 2 
Executive Manager (EM) 3 
Deputy/assistant to EM 4 
Branch/department manager 5 
Supervisor 6 
Others (please specify) 
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4. Nationality: 
Kuwaiti 1 
Gulf Countries 2 
Arab Countries 3 
Foreign Countries 4 
5. Age: 
Less than 25 years 1 
25-34 2 
35-44 3 
45-54 4 
55 or more 5 
6. Sex: 
Male 1 
Female 2 
7. Monthly salary (in Kuwaiti Dinar): 
less than 400 1 
401-500 2 
501-600 3 
601-700 4 
701-800 5 
801-900 6 
901-1000 7 
1001-2000 8 
over 2000 9 
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Would you please return the completed questionnaire to: 
Haydar A. Al-Haddad 
PO Box: ### 
Hadiya, 52852, Kuwait 
A stamped self-addressed envelope is provided for your convenience. 
IF you are interested in receiving a summary of the study results, please complete the under 
mentioned or attach your business card. 
Maine: 
Title: 
Bank Name and Address: 
Thank you for your participation. 
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APPENDIX III 
Questionnaire (Arabic Version) 
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U 
orough   Loughbniversity 
A: Introductory Letter from the Student's Supervisor to Executive Mangers 
Direct Line: +44 (0)1509 22311$ 
E-mail: J, B, liowcrolt@lboroacuk 
November 1996 
Dear Sir 
I am pleased to introduce Mr. Haydar Al-Haddad, a full-time Ph. D. student at Loughborough 
University. Mr. Al-Haddad's thesis focuses on the links between the financial and 
management performance of commercial banks in Kuwait. To-date very little research has 
been conducted into this subject either in Kuwait or, indeed, within the Gulf countries 
generally. We, therefore, hope and anticipate that his research will make a valuable and 
welcome contribution to our understanding of the relationship between financial and 
management performance in banks. 
Finally, can I say how much we both value and appreciate you agreeing to be interviewed by 
Mr. Al-Haddad as we are acutely aware of just how precious time is to a senior bank 
executive like yourself. In return, Mr. Al-Haddad will be pleased to share the results of his 
empirical research with you. 
Yours sincerely 
J; t- 
Barry Howcroft 
Director 
:. oughborough University 
Banking Centre 
Appendix V- B 
Ughborough 
  Louniversity 
B: Introductory Letter from the Student's Supervisor to Branch Mangers 
Direct line: +44 (0)1509 22311$ 
E-mail: J, B, 1iowcrof@lboroacuk 
November 1996 
Dear Sir 
I am pleased to introduce Mr. Haydar Al-Haddad, a full-time Ph. D. student at Loughborough 
University. Mr. Al-Haddad's thesis focuses on the links between the financial and management 
performance of commercial banks in Kuwait. To-date very little research has been conducted 
into this subject either in Kuwait or, indeed, within the Gulf countries generally. We, therefore, 
hope and anticipate that his research will make a valuable and welcome contribution to this 
area. 
The value of this contribution, however, will largely be determined by the co-operation and help 
of managers like yourself in completing the enclosed questionnaire, which will form the centre 
piece of the empirical research. Can I, therefore, say how much we both value and appreciate 
you devoting a small amount of your valuable time in completing the questionnaire. 
Yours sincerely 
Jý ýjý- 
]Barry Howcroft 
Director 
Loughborough University 
Banking Centre 
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C: Introductory letter from Dean of Business Studies College 
To Executive Manager (i. e. NBK) 
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Dear: General Manager of National Bank of Kuwait 
We are pleased to introduce Mr. Haydar Abdullah Al-Haddad, a lecturer in the 
management department, at the College of Business Studies. Mr. Al-Haddad is now 
doing his field work which is related to his research title "A study of the financial and 
management performance of the Kuwaiti commercial banks" and this will lead to a 
completion of his study to get a PhD. Degree. 
We, therefore, hope that you give him all the assistance he need as a researcher, your 
contribution will play an important and basic role in completing the research. It is 
worth noting that all the information that will be given to Mr. Al-Haddad, will be 
strictly confidential, and no one shall see it except the researcher. In return, Mr. 
Haydar Al-Haddad will be pleased to share the results of his empirical research with 
you. 
Thank you for your co-operation 
Dean, College of Business Studies 
Dr. Yaqoub Al-Refaei 
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Appendix: V-D 
D: Introductory letter from Dean of Business Studies College 
To Branch Managers (i. e. NBK) 
THE PUBLIC AUTHORITY 1. wIWjII 
rIL 
FOR APPLIED EDUCATION & TRAINING S "'=ýýI! `bJI h 
e Nrt ý., ýý/ ` 
I: 4yt rJ 
: tiýy. lý ,: I)..:. r. J.. hÜlºýr)-%t, t, 
)Iý LI JIZ. $. ýý., l, LJI, 1,1,7I 
; lt:, t. yl, 4, "JJ-5i11l'4.: -.. sflitV; v.. l. 
i)rI+J): 
..:. 
I, sL yi ... 
UI Sr LhlL d 
ia. Ji, wt: 4cr ýi^ý 5, 
ý, a ý+'r y 
11 
C: y SauA r,:.. , L, I,,, / v, c. 
ý. sj is 
>- r5ýJ, >ý 
JS 
.... x 
( )? ') Ltyj 
.. ui. ý, &i -14M1- ur - CUL, - 0491 tu. t - Uli, . r, i. 
Dear: Branch Manager of National Bank of Kuwait 
We are pleased to introduce Mr. Haydar Abdullah Al-Haddad, a lecturer in the 
management department, at the College of Business Studies. Mr. Al-Haddad is now 
doing his field work which is related to his research title "A study of the financial and 
management performance of the Kuwaiti commercial banks" and this will lead to a 
completion of his study to get a PhD. Degree. 
We, therefore, hope that you give him all the assistance he need as a researcher, your 
contribution will play an important and basic role in completing the research. It is 
worth noting that all the information that will be given to Mr. Al-Haddad, will be 
strictly confidential, and no one shall see it except the researcher. In return, Mr. 
Haydar Al-Haddad will be pleased to share the results of his empirical research with 
you. 
Thank you for your co-operation 
Dean, College of Business Studies 
Dr. Yaqoub Al-Refaei 
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Appendix V- E 
E: Introductory Letter: A note from Executive Manger (i. e. CBK) to Branch Mangers 
Banking Centre 
Loughborough University Loughborough Leicestershire LEI 137U UK 
Switchboard: +44 (0)1509 263171 Fax: +44 (0)1509 223962 
, 
ýýý. 
dll IV 
November 1996 ""ý`: '}ems 
Dear Sir 
  Loughborough 
University 
Dircet Uic: f44 (0)1509 223118 
E-mi l: ]. Albwaolobaox. sk 
I am pleased to introduce Mr Haydar AI-Haddad, a full-time PhD student at Loughborough 
University. Mr Al-Haddad's thesis focusses on the links between the financial and management 
performance of commercial banks In Kuwait. To-date very little research has been conducted into 
this subject either in Kuwait or, indeed, within the Gulf countries generally. We, therefore, hope and 
anticipate that his research will make a valuable and welcome contribution to our understanding of 
the relationship between financial and management performance in banks. 
Finally, can I say how much we both value and appreciate you agreeing to be interviewed by 
Mr Al-Haddad as we are acutely aware of just how precious time is to a senior bank executive like 
yourself. In return, Mr Al-Haddad will be pleased to share the results of his empirical research with 
you. 
Yours sincerely 
J, 1LcKJ' 
Barry Howcroft 
Director 
(-j0 Loughborough 
University 
Banking Centre 
Pi i 
Izp arc 
ý a` 
lb IN 
From the desk of 16.1.9 7 
Clive ASheward 
#1 
To: All Branch Managers; 
I shall be grateful if you would 
complete the attached questf6n- 
nare and return to me at your 
convenience, which will assist 
Mr. Al Haddad, the PhD student 
of Loughborough University; 
Th 
C. 
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Annendix: VI 
Appendix VI 
Appraisal Form 
A Typical Performance Evaluation and Development Plan 1 
Name Recruitment date 
Job title Evacuating manager 
Time in present position Reviewed by 
The purpose of this evaluation is to: 
I Set goals The manager and the employee establish mutually 
agreed-upon goals for future progress and 
development. 
2 Inform The manager and the employee communicate 
openly and honestly about performance. 
3 Develop The manager and the employee identify actions 
the employee can take to enhance his or her 
development. 
4 Evaluate The manager and the employee evaluate results 
based on pre-established goals and performance 
measures. 
Ä. Position objectives and major responsibilities summarise specific responsibilities of job. 
B. Accomplishments and /or improvements what specific accomplishments and/or improvements has this 
individual made since the last review? What progress has been made towards meeting established performance 
goals2? 
Please consider the employee's demonstrated performance and mark the circle which closely describes 
that performance 
'Source: Lothian. Niall, Measuring Corporate Performance, A Guide to Non-Financial Indicators, Heriot-Watt 
University, The Chartered Institute of Management Accountants, Delco Printing Co. Ltd., London, 
1987 
Zperformance goals: are written statements of what an individual expects to achieve in a given period of time. 
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Exceptional: Performance consistently far exceeds 
expectations. 
Very good: Performance consistently exceeds normal 
expectations and job requirements. 
Good: Performance consistently meets expectations and 
job requirements. 
Acceptable: Performance usually meets expectations and 
minimum requirements for the job. 
Unacceptable: Performance is below the minimum acceptable 
level. 
Work quality: The reliability, accuracy and neatness of work produced. 
Work quantity: The amount or volume of work turned out. 
Judgement: The ability to make well-reasoned, sound decisions, which affect work performance. 
Initiative: The combination of job interest, dedication and willingness to extend oneself to complete 
assigned tasks. 
Teamwork: The working relationship established with fellow employee in the working environment. 
Dependability: The reliance which can be placed on an employee to persevere and carry through to 
completion the task assigned. This also applies to attendance and punctuality. 
c. Development plan: What specific action can you suggest to help the employee improve his/her 
performance? How can you, as the manager, help? 
D. Next year's goals: Establish with your manager goals which may include new and better ways to carry out 
your responsibilities, as well as plans for personal development. Stated goals should be included as the basis for 
next formal performance evaluation. 
E. Employee's comments: 
I am signing the evaluation to indicate that my manager and I have had a discussion of the above comments. 
Date: ---------------------------Employee's signature: ------------------------------------------ 
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